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CROWN CORPORATIONS AND OTHER CORPORATE 
INTERESTS OF CANADA 


I am pleased to table the 1998 edition of the Annual Report to Parliament on Crown 
Corporations and Other Corporate Interests of Canada, in accordance with the 
provisions of the Financial Administration Act. 


This report is a unique source of information for parliamentarians and for Canadian 
taxpayers on the Government of Canada’s corporate holdings. It provides comprehensive 
information on the activities of all Crown corporations and their wholly owned 
subsidiaries, as well as the other corporate interests of Canada. The report also contains 
information on Crown corporations’ performance indicators and on their innovative ways 
of adapting to the new social and economic realities. 


Since 1994, the federal government has undertaken to improve management in the public 
sector while continuing to offer quality services to Canadians. From the start of Program 
Review, the government diligently established better management practices and explored 
innovative approaches to its service delivery. To that end, we passed a number of bills 
this year that will see several Crown corporations move to shared-governance structures. 
These corporations will include, among others, local port corporations and the Canadian 
Wheat Board. 


With regard to the management of Crown corporations, I note that the Guidelines for 
Corporate Governance in Crown Corporations and Other Public Enterprises, published 
in 1996 by the Treasury Board of Canada Secretariat and the Department of Finance 
Canada, have facilitated the achievement of concrete results while helping Crown 
corporations strengthen their corporate governance over the past fiscal year. 


Lastly, I believe all our Crown corporations must participate in and contribute to the 
renewal of government by meeting their own challenges and striving for continuous 
improvement while preserving the quality of their services to Canadians. 


Sal eee | 


Marcel Massé 
President of the Treasury Board 


December 1998 
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INTRODUCTION 


The 1998 Annual Report to Parliament on 
Crown Corporations and Other Corporate 
Interests of Canada is prepared in response 
to sections 151 and 152 of the Financial 
Administration Act, which require that the 
President of the Treasury Board table 
annually the following documents in 
Parliament: 


- aconsolidated report on the businesses 
and activities of all parent Crown 
corporations, including information on 
all Crown corporations and other 
corporate interests of Canada; and 


- areport indicating when annual reports 
and corporate plan and budget 
summaries were to be laid before each 
House (for the period ending on 
July 31), and when they were actually 
laid before that House. 


This report comprises the following 
chapters: 


- Overview of the Portfolio highlights 
new developments with regard to 
Crown corporations and presents 
examples of corporations that reported 
on their governance activities during 
the year under review. It also provides 
consolidated financial and employment 
information by ministerial portfolio. 


- Highlights of Corporate Initiatives 
provides examples of the use of new 
and improved technology as well as 
partnering arrangements to maximize 
cost efficiencies, add value for clients 
and take advantage of growth 
opportunities. 
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Examples of the use of surveys and consultation to gauge client satisfaction, and 
activities contributing to broader governmental agendas are also noted. 


Corporate Abstracts provides information on the mandate and corporate profile of 
each Crown corporation. It also contains a summary table illustrating trends in 
financial results and employment over a five-year period. Selected performance 
indicators are shown where they have been reported in numerical form by the Crown 
corporation. 


Corporate Holdings presents a listing of parent Crown corporations and their 
subsidiaries and associates. 


Other Corporate Interests provides information about the various joint and mixed 
enterprises, international organizations and other entities in which the Government of 
Canada has a stake. 


Consolidated List of Crown Corporations and Other Corporate Interests of 
Canada is an alphabetical compilation of the organizations included in this report. 


Tabling of Reports in Parliament presents a record of annual reports and 
summaries of the corporate plans and budgets tabled in Parliament by the responsible 
ministers. 


Annex contains the audited financial statements for each parent Crown corporation. 
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OVERVIEW OF THE 
PORTFOLIO 


With the creation of the Canada Pension Plan 
Investment Board, the portfolio of parent Crown 
corporations increased in size in 1997/98 from 
47 to 48. In addition, one wholly owned 
subsidiary has been directed to report as a parent 
Crown corporation for the purposes of the 
Financial Administration Act. 


Every parent Crown corporation is a legally 
distinct entity wholly owned by the Crown 
and managed by a board of directors. The 
enabling legislation for each parent Crown 
corporation, whether by a special Act of 
Parliament or by articles of incorporation 
under the Canada Business Corporations 
Act, sets out the corporation’s mandate, 
powers and objectives. 


The current portfolio is highly diversified 
with corporations operating in many sectors 
of the Canadian economy. The corporations 
vary widely in size and differ in their 
demands on the government for financial 
assistance. Each has its own unique public 
policy purpose. 


Exhibit 1 illustrates the federal parent Crown 
corporations grouped according to the portfolio 
of the minister through whom they are 
accountable to Parliament. 





Exhibit 1: Parent Crown Corporations Grouped by Ministerial Portfolio 


Agriculture and Agri-Food 


Canadian Dairy Commission 


Farm Credit Corporation 





Canadian Heritage 


Canada Council 

Canadian Broadcasting Corporation 

Canadian Film Development 
Corporation 

Canadian Museum of Civilization 
Corporation 

Canadian Museum of Nature 

Canadian Race Relations Foundation 

National Arts Centre Corporation 

National Capital Commission 

National Gallery of Canada 

National Museum of Science and 
Technology Corporation 


Finance 


Bank of Canada 

Canada Deposit 
Insurance Corporation 

Canada Development Investment 
Corporation 

Canada Pension Plan Investment 
Board 

Petro-Canada Limited 


Fisheries and Oceans 


Freshwater Fish Marketing 





Corporation 





' The Old Port of Montreal Corporation Inc., a wholly owned subsidiary of the Canada Lands Company Limited 
has been directed by Order in Council (P.C. 1987/86) to report as if it were a parent Crown corporation. 











Royal Canadian Mint 





Foreign Affairs 


International Development 


Research Centre 


Industry 


Business Development Bank of 
Canada 

Enterprise Cape Breton Corporation 

Standards Council of Canada 


International Trade 


Canadian Commercial Corporation 
Export Development Corporation 





Natural Resources and 
The Canadian Wheat Board 


Atomic Energy of Canada Limited 
Canadian Wheat Board, The 


Cape Breton Development Corporation } 





Public Works and 
Government Services 





Canada Lands Company Limited 

Canada Mortgage and Housing 
Corporation 

Canada Post Corporation 

Defence Construction (1951) Limited 

Old Port of Montreal Corporation Inc. ! 

Queens Quay West Land Corporation 
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Transport 


Atlantic Pilotage Authority 

Canada Ports Corporation 

Great Lakes Pilotage Authority, Ltd. 
Halifax Port Corporation 

Laurentian Pilotage Authority 
Marine Atlantic Inc. 

Montreal Port Corporation 

Pacific Pilotage Authority 

Port of Quebec Corporation 

Prince Rupert Port Corporation 
Saint John Port Corporation 

St. John’s Port Corporation 

St. Lawrence Seaway Authority, The 
Vancouver Port Corporation 

VIA Rail Canada Inc. 





> 


Changes and Reviews 


During the period in review, one parent Crown corporation, one wholly owned subsidiary 
and two shared-governance corporations were created. In addition, the implementation of 
the provisions of two Acts that received Royal Assent in June 1998 will change the 
structures of several Crown corporations. As well, the sale of two corporations and some 
mandate related announcements were made. 


New Crown Corporations 


The Canada Pension Plan Investment Board was created on April 1, 1998. Its mandate is 
to manage prudently and professionally, in the best interests of contributors and 
beneficiaries, funds transferred to it from the Canada Pension Plan Account. It has been 
estimated that assets under the board’s management could total between $60 billion and 
$80 billion by 2007. Funds are expected to begin to flow to the board early in 1999. The 
board is a parent Crown corporation exempt from Divisions I to IV of Part X of the 
Financial Administration Act. 


CLC Downsview Inc. was formed in July 1998 to develop and manage the Downsview 
urban recreation green space in Toronto. The new corporation is a wholly owned 
subsidiary of the Canada Lands Company Limited. 


Shared-governance Corporate Bodies 


The Canada Millennium Scholarship Foundation was created in June 1998 as an 
independent corporation at arm’s length from the government. Its mandate is to 
administer a $2.5-billion scholarship fund as announced in the 1998 budget. The purpose 
of this fund is to provide financial support for post-secondary education to more than 
100,000 students in each year of a 10-year period beginning in the Year 2000. The 
foundation will comprise 15 members, six of whom are appointed by the government. 
The remaining nine will be appointed by the first six members. The appointment of 
members is to be made so as to ensure that the membership is knowledgeable about post- 
secondary education and learning and the needs of the Canadian economy and that it is 
drawn from the various regions of Canada. The government has appointed the 
chairperson of the board of directors and will appoint five other directors. The members 
of the foundation will appoint the remaining nine directors to the board, after consultation 
with the provincial ministers responsible for post-secondary education and with 
representatives of post-secondary education and learning organizations in Canada that the 
members consider appropriate. 


The Canada Foundation for Innovation, created in 1997 as an independent corporation to 
strengthen Canadian capability for research, began dispersing funds in 1998. Through an 
up-front investment of $800 million by the federal government, the foundation will be 
able to provide about $180 million annually for research infrastructure over five years. 
The Governor in Council appointed a minority of the foundation’s board of directors 
while the research and business communities appointed the majority. 
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In June 1998, the amendments to the Canadian Wheat Board Act received Royal Assent. 
These amendments will allow farmers to elect 10 of the 15 members of the board of 
directors, thereby ensuring that The Canadian Wheat Board (CWB) is responsive to the 
needs and priorities of farmers. The Governor in Council will continue to appoint the 
remaining directors. The elected directors will assume their duties no later than 
December 31, 1998. On August 25, 1998, the CWB announced that KPMG had been 
hired as the election co-ordinator for the upcoming election of the 10 farmer members to 
the CWB board. 


Under the Canada Marine Act, which also received Royal Assent in June 1998, the 
government will transfer operational control of qualifying ports to Canada Port 
Authorities. Their boards of directors will comprise a majority of representatives 
nominated in consultation with port users, as well as representatives appointed by the 
federal, provincial and municipal governments. Canada Port Authorities will be federally 
incorporated as not-for-profit corporations with powers and responsibilities similar to 
those of the corporations established under the Canada Business Corporations Act. 
Although the new port authorities will not issue shares, they will be expected to operate 
with full commercial discipline. 


Under the same Act, the Canada Ports Corporation (CPC) will be dissolved and the 
Canada Ports Corporation Act will be repealed. The seven local port corporations and 
three divisional ports are scheduled to become Canada Port Authorities. In its 1997 
annual report, CPC noted that the divisional ports at Prescott and Port Colborne were 
being prepared for transfer to local community interests, and that the Port of Belledune’s 
future status had yet to be resolved. With the dissolution of CPC, Ridley Terminals Inc., 
currently a wholly owned subsidiary, would become a parent Crown corporation. 


The Canada Marine Act also allows the federal government to enter into an agreement 
with users of the St. Lawrence Seaway or any other private-sector group for the future 
management and operation of the Seaway. The St. Lawrence Seaway Authority will be 
dissolved and its subsidiary bridge corporations will be converted into parent Crown 
corporations. On October 2, 1998, operational responsibility for the Great Lakes/ 

St. Lawrence Seaway system was transferred to the St. Lawrence Seaway Management 
Corporation, which is a private-sector corporation established by Seaway users. 


Privatization 


In December 1997, the government sold its nearly 11-per-cent share of National Sea 
Products Limited, a publicly traded Canadian company based in Lunenberg, Nova Scotia. 
The shares were sold to Scotia Investments Limited for net proceeds of $5.8 million. 
Under the terms of a shareholders’ agreement, Scotia Investments Limited, the principal 
holder in National Sea Products Limited, held the right of first refusal on the sale of the 
government’s shares. 


Theratronics International Limited, a wholly owned subsidiary of the Canada 
Development Investment Corporation, was sold in May 1998 to MDS Inc. of Toronto for 
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$15.45 million. Theratronics is a leading manufacturer of radiation therapy equipment 
used by hospitals and medical institutions around the world. 


Mandate Reviews and Follow-up 


The Bank of Canada Act was amended in 1997 to permit the Bank to charge for fiscal 
agent services provided to the federal government (with the consent of the Minister of 
Finance); pay interest; buy and sell a wider range of securities; carry on business 
activities incidental to any of its permitted activities; and gather information from all 
federally incorporated financial institutions on the same basis as was previously the case 
for the chartered banks. In addition, the list of persons ineligible for the position of 
director of the Bank was extended. Also, the Bank is now required to turn over to the 
federal government unclaimed balances of less than $500 (from the previous level of 
$100) that have not been claimed for a period of 20 years. 


The Export Development Corporation reported that a mandate review of the corporation 
is scheduled to begin in 1998 and to be completed by June 1999. 


In January 1998, the Minister of Transport asked the House of Commons Standing 
Committee on Transport (SCOT) to review the passenger rail system and examine ways 
to revitalize VIA Rail Canada Inc. while minimizing the fiscal burden on the taxpayer. 
After extensive stakeholder and public consultation, SCOT tabled its report, entitled The 
Renaissance of Passenger Rail in Canada, on June 11, 1998, in the House of Commons. 


On October 21, 1998, the Minister of Transport announced that Transport Canada and 
VIA Rail will be working together over the coming months to prepare a strategic 
long-term business plan that will outline VIA’s route network, levels of service, funding 
requirements and proposals for equipment renewal. To help control costs and improve 
VIA Rail’s overall service, the Minister also indicated that the federal government will 
encourage public/private partnerships and consider franchising certain VIA routes to the 
private sector. 


Corporate Governance 


In 1996, the President of the Treasury Board and the Minister of Finance issued 
Guidelines for Corporate Governance in Crown Corporations and Other Public 
Enterprises. The guidelines recommended that Crown corporations report annually on 
their corporate governance policies and practices in relation to the guidelines. Examples 
of Crown corporations that reported on their governance activities in their most recent 
annual reports are noted below. 


The Canadian Broadcasting Corporation (CBC) reported that, for the third year in a row, 
the board of directors improved its corporate governance processes in light of the federal 
government’s guidelines. These included improving its strategic planning process and 
approving a strategy to improve communications with the Crown, other stakeholders and 
the public. During 1996/97, CBC’s board had developed a method of assessing the chief 
executive officer’s (CEO’s) performance. This yearly process was first implemented 
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during 1997/98. As well, advice was provided to the appropriate minister regarding the 
type of expertise that would be beneficial to the overall composition of the board. The 
board undertook an evaluation process to assess its strengths and weaknesses and to 
refocus its work to better reflect its original terms of reference. In addition, board 
members were invited to attend a conference on corporate governance. Further plans will 
be developed as new board members join. 


The Farm Credit Corporation (FCC), reported that the board of directors has 
implemented a number of measures to ensure that its governance practices are consistent 
with the guidelines. These measures included the establishment of a Corporate 
Governance Committee in 1997/98 to oversee issues such as the development of, and 
enhancements to, the corporation’s approach to corporate governance; assess the 
effectiveness of the board; and evaluate performance. With the completion of the term of 
the previous CEO, the board conducted a search process to fill the position. In 
conjunction with the Prime Minister’s Office and the Minister of Agriculture and 
Agri-Food, desired skills and management attributes for the CEO position were 
established and applied in the selection process. FCC also reported on the mandates of its 
board committees and, for each board member, on their board and committee meeting 
attendance, annual retainer, board per diems, committee remuneration and expenses. 


The Canada Deposit Insurance Corporation (CDIC), which in its 1996/97 annual report 
had included a comparison of the corporation’s governance practices with each of the 
guidelines, noted that only one significant issue remained outstanding and that it would 
be resolved by the board of directors by mid-1998. CDIC noted that its next major review 
of corporate governance will be undertaken in the autumn of 1999. 


Canada Post Corporation reported that its board of directors believes that the 
corporation’s current corporate governance practices substantially comply with the 
government’s guidelines. It also noted that the Corporate Governance Committee 
initiated a number of projects during 1997, including a review of the corporation’s 
standards of conduct for directors, the board’s delegation of signing authorities, on-going 
education and training for existing directors and the orientation program for newly 
appointed directors. The committee also plays an active role in overseeing Canada Post’s 
ethics program for all employees. 


At Defence Construction (1951) Limited, the board of directors conducted a 
comprehensive review of its responsibilities for the stewardship of the corporation in 
light of the guidelines. The review led to the conclusion that compliance with all aspects 
of the governance requirements has been ensured through the board’s involvement in 
corporate planning, risk assessment, performance evaluation and the oversight of 
management systems, policies and practices, in which the board played an active role. 


At its August 1997 meeting, the board of trustees of the National Museum of Science and 
Technology Corporation reviewed the governance guidelines. The roles and 
responsibilities of the board were discussed in the context of the establishment of the 
corporation’s strategic direction, the safeguarding of the corporation’s resources, the 


8 Overview of the Portfolio 








monitoring of corporate performance and reporting to the Crown. The corporation’s 
annual report noted that the board of trustees is committed to fulfilling its responsibilities 
through good corporate governance practices that respect the corporation’s legislative and 
accountability framework. 


Other corporations reporting on their corporate governance activities during the past year 
included the Bank of Canada, the Business Development Bank of Canada, Canada Lands 
Company Limited, Canada Mortgage and Housing Corporation, the Export Development 
Corporation and the Standards Council of Canada. 


Excellence in Reporting 


Established by the Auditor General of Canada in 1994, the Auditor General Award for 
Excellence in Annual Reporting by Crown Corporations recognizes those corporations 
that provided the best accountability information. It is intended to act as an incentive to 
corporations to improve the annual reports and the summaries of corporate plans and 
budgets that are tabled in Parliament. 


The Farm Credit Corporation and the National Capital Commission were the recipients of 
the 1997 award. For the Farm Credit Corporation, this award marked its second 
consecutive win. 


Measuring Performance 


In addition to reporting on their financial and operational performance in their annual 
reports, several Crown corporations also referred to their performance measurement 
methods, including the ‘balanced scorecard’ approach. 


For example, in 1997, the Royal Canadian Mint introduced a balanced scorecard 
approach to measuring its performance. For each of the four measures, namely financial 
targets, customers, internal business processes, and innovation and learning, the Mint 
reported on its key strategies, performance measures and achievements. 


The Canada Lands Company Limited noted that it uses a balanced scorecard approach to 
monitor the corporation’s activities. In addition, the corporation aims to measure the 
additional benefits it is creating for the broader range of stakeholders, including 
municipal governments, local communities and First Nations. These, in turn, would be 
used to measure the benefit the corporation provides beyond dividend payments, such as 
private-sector investment, job creation (short-and long-term), municipal revenue 
enhancement, creation of residential housing, provision of parks and recreational 
facilities, preservation of heritage properties and environmental benefits. 


The Canada Deposit Insurance Corporation indicated that it was now identifying new 
performance measures for future use based on the balanced score card approach. 


The St. Lawrence Seaway Authority reported that its performance measurement system 
continued to evolve. Twenty-two performance measurement indicators have been 
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developed and brought online, with the exception of process effectiveness and human 
resources indicators. More than 450 staff members have received training in the use of 
the system. Use of indicators to measure customer satisfaction began. The authority also 
used indicators to monitor competitiveness and revenue generation. 


Selected examples of the performance indicators that were reported in numerical form by 
individual Crown corporations are included in the summary information tables in the 
Corporate Abstracts chapter of this report. 


Overall Crown Corporation Performance 


This section of the Overview provides a summary of overall performance by Crown 
corporations in response to the Financial Administration Act requirement that this annual 
consolidated report include employment and financial data, including aggregate 
borrowings of parent Crown corporations. 


The following data are featured: 

- assets; 

* net income; 

- employment; 

- budgetary appropriations; and 
- debt obligations. 


The privatization of the Canadian National Railway Company (CN) in November 1995 
contributed to a significant decline in the financial and employment aggregates of Crown 
corporations, and this decline is reflected in the exhibits that appear throughout this 
section. Data for CN are included for the years up to 1994/95, but are excluded from 
1995/96 on. 


At the end of this section, two exhibits provide a summary view of all Crown 
corporations: 


- _ Exhibit 10 shows each corporation’s employment and financial position; and 


» Exhibit 11 provides information about each corporation’s operating results and 
financing. 


Exhibits 10 and 11 are also structured according to the portfolio grouping shown in 
Exhibit 1. Note that information provided in this section, including the two exhibits 
identified above, excludes financial data for: 


» the Bank of Canada, due to the unique nature of its operations; 
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- Atomic Energy of Canada Limited and the Freshwater Fish Marketing Corporation, 
since their respective 1997/98 annual reports had not been tabled in Parliament as of 

October 30, 1998; and 


- the Canada Pension Plan Investment Board, since its operations had not commenced 
prior to July 31, 1998. 


In order to present information on a comparative basis, financial data for previous years 
were adjusted to exclude data for the above Crown corporations. Employment data for 
these corporations, however, are included to provide a more complete picture of total 
employment in Crown corporations. Specific information about individual Crown 
corporations may be found in the Corporate Abstracts chapter of this report, as well as in 
their respective annual reports. 


For Crown corporations with fiscal years ending on or after July 31, 1998, this report 
shows their financial data for the fiscal year ending in 1997. Accordingly, for the 
Canadian Dairy Commission, The Canadian Wheat Board and the National Arts Centre 
Corporation, this report covers the period ending July 31, 1997, for the first two 
corporations, and August 31, 1997, for the third. All of the other corporations’ data are 
for their respective 1997 or 1997/98 fiscal years. 


Assets 


Total assets for Crown corporations reached $62.2 billion in 1997/98, reflecting an 
increase of $6.6 billion over the previous year. Increases reported by the Canada 
Mortgage and Housing Corporation (CMHC) and the Export Development Corporation 
(EDC) accounted for about three-quarters of this 11.8-per-cent increase in total assets. 


Five Crown corporations accounted for 82 per cent of the total assets: CMHC, EDC, The 
Canadian Wheat Board, the Farm Credit Corporation and the Business Development 
Bank of Canada. 


Exhibit 2 illustrates the fluctuations in the value of Crown corporations’ assets over the 
last five years. 
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Net Income 


The combined net income for Crown corporations in 1997/98 was $404 million, 
compared with $37.7 million in 1996/97. 


The three corporations with the highest reported net income were the Canada Deposit 
Insurance Corporation (CDIC) with $637.25 million, the Export Development 
Corporation (EDC) with $128 million and Marine Atlantic Inc. (MAT) with 

$67.2 million. 


Reported losses were greatest for the Canadian Film Development Corporation (Telefilm) 
($150.39 million); the Cape Breton Development Corporation (Devco) ($47.48 million, 
before the change in accounting policy for Workers’ Compensation); the Canadian 
Museum of Civilization Corporation (CMCC) ($45.28 million); and VIA Rail Canada 
Inc. (VIA) ($44.51 million). 


Exhibit 3 demonstrates the wide range of net incomes among these corporations. 
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Exhibit 3: Range of Crown Corporations’ Net Incomes for 1997/98 


$million 








CMCC 





Devco 





Telefilm 


The four corporations reporting the largest improvements in their financial performance 
over the previous year, as measured by an increase in net income, are highlighted in 


Exhibit 4. 


Exhibit 4: Corporations with the Largest Increase in Net Income 
in 1997/98 ($ million) 





Net Income (Loss) 











Marine Atlantic Inc. 











| VIA Rail Canada Inc. 








Increase in 

















Corporation 1996/97 | 1997/98 | Net Income 
Canada Deposit Insurance Corporation 124.79 | 637.25 512.46 
(75.30) 67.20. 142.50 
(70.10) (44.51) 25.29 
Export Development Corporation Ll 2 0028-00 16.00 


The increased net income of the Canada Deposit Insurance Corporation reflected a 
substantial decrease in interest costs, from $84.8 million in 1996/97 to $45.9 million in 
1997/98, due to the lower amount of outstanding loans from the Consolidated Revenue 
Fund. Further, the effect on the net income of the adjustment to the allowance and 
provisions for loss was an increase for 1997/98 of $144.4 million as compared to a 


decrease of $333.7 million for 1996/97. 
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The year 1997 was one of dramatic transition for Marine Atlantic Inc. Although the 
corporation ended the year a smaller organization, it successfully responded to profound 
external factors, continued to carefully control expenses and generated new revenues. 


Employment 


The overall downward trend in the number of full-time Crown corporation employees 
continued. In 1997/98, the total number of employees was 72,013, which represents a 
reduction of 3,061 employees from the previous year. This 4.1-per-cent decrease 
compares to a 3.3-per-cent decrease between the previous two years. 


While a number of Crown corporations reported an increase in the level of employment, 
this was more than offset by the following largest decreases: 1,211 at Marine Atlantic 
Inc., 767 at Canada Post Corporation, 583 at the Canadian Broadcasting Corporation, 245 
at the Canada Lands Company Limited and 199 at the Canada Mortgage and Housing 
Corporation. 


Exhibit 5 illustrates the downward trend over the last five years. As noted earlier, the 
decline between 1994/95 and 1995/96 was mainly due to the privatization of the 
Canadian National Railway. 


Exhibit 5: Employment in Crown Corporations, 1993/94 to 1997/98 
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Budgetary Appropriations 


Crown corporation funding from Canada, in terms of budgetary appropriations for capital 
and operating purposes, continued to decline. After reflecting a 5.2-per-cent reduction 
last year, these appropriations totalled $3,880 million in 1997/98 as compared to 
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$4,167 million in 1996/97. The largest reductions in appropriation levels were reported 
by the Canadian Broadcasting Corporation and the Canadian Dairy Commission. They 
accounted for 44.3 per cent of the total reduction in budgetary appropriations to Crown 
corporations. 


Total budgetary appropriations for the five-year period from 1993/94 to 1997/98, as well 
as the resulting trendline, are shown in Exhibit 6. 


Exhibit 6: Total Budgetary Appropriations, 1993/94 to 1997/98 


$ million 


1993/94 1994/95 1995/96 1996/97 1997/98 





Of the 22 Crown corporations that received appropriations in 1997/98, six account for 
87.4 per cent of the total funding from Canada. These were the Canada Mortgage and 
Housing Corporation (CMHC), the Canadian Broadcasting Corporation, VIA Rail 
Canada Inc., the Canadian Dairy Commission, the Canada Council and Marine Atlantic 
Inc. For CMHC, which was the largest recipient, about 90 per cent of the appropriations 
flow to households in need under long-term subsidy commitments. 


Exhibit 7 provides a summary view of the 1997/98 recipients of budgetary 
appropriations. 
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Exhibit 7: Recipients of 1997/98 Budgetary Appropriations 


Canada Mortgage and Housing Corporation 


(CMHC) 
MAI 2.5% 


CC 2.9% Canadian Broadcasting Corporation (CBC) 
CDC 3.9% / 


SS VIA Rail Canada inc. (VIA) 
VIA 
5.9% a 

Canadian Dairy Commission (CDC) 
Canada Council (CC) 


Marine Atlantic Inc. (MAT) 





Debt Obligations 


Total debt obligations, consisting of debts payable to Canada and to the private sector, 
increased by 14.1 per cent, to $45.3 billion in 1997/98 from $39.7 billion in the previous 
year. Crown corporations continued to substitute borrowings from Canada with 
borrowings from private lenders. Exhibit 8 clearly shows the downward trend in debt 


payable to Canada and the upward trend in debt incurred in private markets over the last 
five years. 


Exhibit 8: Total Debt Obligations of Crown Corporations, 1993/94 to 1997/98 


$ billion 





1993/94 1994/95 1995/96 1996/97 1997/98 
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The five largest debtors in 1997/98 are the same Crown corporations as last year: the 
Canada Mortgage and Housing Corporation (CMHC), the Export Development 
Corporation (EDC), The Canadian Wheat Board (CWB), the Farm Credit Corporation 
(FCC) and the Business Development Bank of Canada (BDC). Their respective debt load 
in 1997/98 compared to 1993/94 is illustrated in Exhibit 9. 


Exhibit 9: Comparison of Largest Debtors in 1997/98 with 1993/94 





1997/98 
1993/94 
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Exhibit 10: Employment and Financial Position Grouped by Ministerial Portfolio 
(as of year-ends before July 31, 1998; $ million) 


Financial Position 


Total Current Long-term Employ- 
Corporation by Ministerial Portfolio Assets Liabilities Liabilities Equity ment 
Canadian Dairy Commission 178.0 74.6 103.4 0.0 62 
Farm Credit Corporation 3106:2 Pa a Wie 2,944.7 549.3 836 
Total Agriculture and Agri-Food 5,884.2 2,286.9 3,048.1 549.3 898 
Canada Council PAP Bs) 0.0 0.0 17oe 133 
Canadian Broadcasting Corporation ies! 278.7 1,299.8 (65.4) 6,728 
Canadian Film Development Corporation Sy IRS) iy 0.9 38.7 140 
Canadian Museum of Civilization S1e6 7.4 Si 20.6 490 
Canadian Museum of Nature 44.4 3.8 36.3 4.1 150 
Canadian Race Relations Foundation 26.5 0.0 0.6 259 3) 
National Arts Centre Corporation 1S oD 1.0 92 231 
National Capital Commission 396.7 20.6 15.4 360.7 421 
National Gallery of Canada 25.4 5.8 2.4 17e1 aes) 
National Museum of Science and Technology IPA) Spe) (bal eS) 233 
Total Canadian Heritage 2,394.3 341.2 1,361.1 597.8 8,782 
Bank of Canada ! - - - - 1,500 
Canada Deposit Insurance Corporation 883.1 407.8 1,014.2 (538.9) 80 
Canada Development Investment Corporation 1197 21.8 0.0 O20 0 
Canada Pension Plan Investment Board ' - - - - 0 
Petro-Canada Limited 464.0 33.0 427.0 4.0 0 
Total Finance 1,466.8 468.6 1,441.2 (443.0) 1,580 
Freshwater Fish Marketing Corporation ! - - - - 33 
Total Fisheries and Oceans 0.0 0.0 0.0 0.0 33 
International Development Research Centre See) a9 10.2 13.8 426 
Total Foreign Affairs het 31.9 10.2 13.8 426 
Business Development Bank of Canada 4,588.0 2.01420 1,503.3 507.1 1,085 
Enterprise Cape Breton Corporation 10.2 5.4 0.5 4.3 51 
Standards Council of Canada 4.1 1.6 0.1 2.4 70 
Total Industry 4,602.3 2,584.6 1,503.9 513.8 1,206 
Canadian Commercial Corporation 307.1 287.0 Z 17.5 85 
Export Development Corporation 11,852.0 4,588.0 5,719.0 1,545.0 684 
Total International Trade 12,159.1 4,875.0 5,721.5 1,562.5 769 


' Financial data are excluded for: 


e the Bank of Canada due to the unique nature of its operations; the corresponding data, however, are available in the corporate 
abstract for the Bank; 


e Atomic Energy of Canada Limited and the Freshwater Fish Marketing Corporation since their respective 1997/98 annual 
reports had not been tabled in Parliament as of October 30, 1998; and 
e the Canada Pension Plan Investment Board since its operations had not commenced prior to July 31, 1998. 
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Exhibit 10: Employment and Financial Position Grouped by Ministerial Portfolio 
(as of year-ends before July 31, 1998; $ million) [continued] 


Corporation by Ministerial Portfolio 


Atomic Energy of Canada Limited ' 
Cape Breton Development Corporation 
Canadian Wheat Board, The 

Total Natural Resources and CWB 


Canada Lands Company Limited 

Canada Mortgage and Housing Corporation 
Insurance and Guarantee Funds 
Corporate Account 
Minister’s Account 

Canada Post Corporation 

Defence Construction (1951) Limited 

Old Port of Montreal Corporation Inc. ° 

Queens Quay West Land Corporation 

Royal Canadian Mint 


Total Public Works and Government Services 


Atlantic Pilotage Authority 

Canada Ports Corporation 

Great Lakes Pilotage Authority, Ltd. 
Halifax Port Corporation 
Laurentian Pilotage Authority 
Marine Atlantic Inc. 

Montreal Port Corporation 

Pacific Pilotage Authority 

Port of Quebec Corporation 

Prince Rupert Port Corporation 
Saint John Port Corporation 

St. John’s Port Corporation 

St. Lawrence Seaway Authority, The 


Jacques Cartier & Champlain Bridges Inc. ° 


Seaway International Bridge Corp. Ltd. * 
Vancouver Port Corporation 
VIA Rail Canada Inc. 
Total Transport 


Grand Total 


report as a parent Crown corporation. 


Total 


Financial Position 


Current Long-term 


Assets Liabilities Liabilities Equity 


219.4 
8,424.9 
8,644.3 


418.2 


3,979.0 
16,566.0 
0.0 

Pes ale AD) 
WAV 

3.0 

Nee 
[05:5 
23,999.6 


3.8 
281.9 
tL3 
76.3 
10.6 
265.6 
260.8 
1? 
62.9 
105.3 
if lese, 
18.1 
613.9 
16.4 
vy 
53301 
688.1 
3,034.7 


62,241.2 


61.0 
2,666.0 
0.0 
993.0 
3.2 

Id 

| 
26.2 
3,787.7 


0.7 
314 
3.8 
4.9 
8.3 
47.8 
lem 
29 
30 
1.8 
ah) 
On7 
2 
4.6 
0.7 
38.0 
88.9 
283.2 


16,895.0 


Zoey, 
6,243.4 
6,495.1 


140.1 


3,881.0 
13,860.0 
0.0 
771.0 
1.8 

0.0 

45.8 
14.6 
18,714.3 


js) 
120:0 
36.3 
667.7 


38,963.1 


(152.4) 
0.0 
(152.4) 


67.0) 
40.0 
0.0 
T35.0 
2.0 

0.0 

(45.0) 

64.8 
1,496.3 


pay) 
21.6 
ase 
70.9 
pie 
(20.4) 
240.5 
3.6 
59.4 
103.4 
65.3 
15 
576.8 
11.4 
0.0 
366.1 
563.0 
2,088.8 


6,226.9 


Employ- 
ment 


3,652 
1,738 

495 
5,885 


16 
113 
39 

18 
he, 
2,969 
6,030 


72,013 


The Old Port of Montreal Corporation Inc., a wholly owned subsidiary of the Canada Lands Company Limited, has been directed to 


> Two wholly owned subsidiaries have been added to the table because their financial affairs are not consolidated with their parent 


Crown corporation. 


Overview of the Portfolio 





19 


Exhibit 11: Operating Results and Financing Grouped by Ministerial Portfolio 
(as of year-ends before July 31, 1998; $ million) 


Financing 


Operating Changes to 
Results Net Borrowings 








Net Private Budgetary 

Corporation by Ministerial Portfolio Income Sector Canada Appropriations Dividends 
Canadian Dairy Commission (3.1) a2) 28.1 layin? 0.0 
Farm Credit Corporation 41.6 1,027.7 (502.8) 0.0 0.0 
Total Agriculture and Agri-Food 38.5 1,015.0 (474.6) 153.2 0.0 
Canada Council 10.2 0.0 0.0 114.0 0.0 
Canadian Broadcasting Corporation (555) (15.9) 0.0 806.5 0.0 
Canadian Film Development Corporation (150.4) 0.0 0.0 81.1 0.0 
Canadian Museum of Civilization (45.3) 0.0 0.0 46.7 0.0 
Canadian Museum of Nature (25.0) (3.4) aa 22.9 0.0 
Canadian Race Relations Foundation 1s) 0.0 0.0 0.0 0.0 
National Arts Centre Corporation (17.8) 0.0 0.0 18.5 0.0 
National Capital Commission (14.8) 0.0 0.0 72.8 0.0 
National Gallery of Canada (32.9) 0.0 0.0 36.0 0.0 
National Museum of Science and Technology (20.0) 0.0 0.0 20.0 0.0 
Total Canadian Heritage : (330.1) (19.3) 7, 1,218.5 0.0 
Bank of Canada ' - - = - - 

Canada Deposit Insurance Corporation 637.3 0.0 (463.2) 0.0 0.0 
Canada Development Investment Corporation (2.0) 0.0 0.0 0.0 5.0 
Canada Pension Plan Investment Board | - - - - - 

Petro-Canada Limited 1.0 18.0 0.0 0.0 0.0 
Total Finance 636.3 18.0 (463.2) 0.0 5.0 
Freshwater Fish Marketing Corporation ' - - - - . 

Total Fisheries and Oceans 0.0 0.0 0.0 0.0 0.0 
International Development Research Centre 4.6 0.0 0.0 89.9 0.0 
Total Foreign Affairs 4.6 0.0 0.0 89.9 0.0 
Business Development Bank of Canada 45.5 464.7 0.0 0.0 6.0 
Enterprise Cape Breton Corporation (9.5) (1.0) 0.0 9.8 0.0 
Standards Council of Canada 0.0 0.0 0.0 al 0.0 
Total Industry 36.0 463.7 0.0 14.9 6.0 
Canadian Commercial Corporation 0.3 0.0 0.0 OM 0.0 
Export Development Corporation 128.0 1,828.0 0.0 0.0 0.0 


' Financial data are excluded for: 


* the Bank of Canada due to the unique nature of its operations; the corresponding data, however, are available in the corporate 
abstract for the Bank; 


¢ Atomic Energy of Canada Limited and the Freshwater Fish Marketing Corporation since their respective 1997/98 annual 
reports had not been tabled in Parliament as of October 30, 1998; and 
* the Canada Pension Plan Investment Board since its operations had not commenced prior to July 31, 1998. 


20 Overview of the Portfolio 





Exhibit 11: Operating Results and Financing Grouped by Ministerial Portfolio 
(as of year-ends before July 31, 1998; $ million) [continued] 
Financing 


Operating Changes to 
Results Net Borrowings 


Net Private Budgetary 
Corporation by Ministerial Portfolio Income Sector Canada Appropriations Dividends 
Atomic Energy of Canada Ltd. ' Z = 2 z ; 
Cape Breton Development Corporation (187.2) 0.0 Peal 22M 0.0 
Canadian Wheat Board, The 0.0 B89) 0.0 0.0 0.0 
Total Natural Resources and CWB (187.2) (13.9) 221 22.1 0.0 
Canada Lands Company Ltd. 333 ©) 18.7 0.0 20.4 
Canada Mortgage and Housing Corporation - - - - : 
Insurance and Guarantee Funds (11.0) 952.0 0.0 0.0 0.0 
Corporate Account IOS 69826 (270.5) 0.0 0.0 
Minister’s Account 0.0 0.0 0.0 1,991.0 0.0 
Canada Post Corporation 36.0 (4.6) 0.0 14.0 10.0 
Defence Construction (1951) Ltd. 0.3 0.0 0.0 0.0 0.0 
Old Port of Montreal Corporation Inc. * (7.4) 0.0 0.0 9.0 0.0 
Queens Quay West Land Corporation (0.3) 0.0 0.0 4.1 0.0 
Royal Canadian Mint Sy) 10.0 (0.1) 0.0 0.0 
Total Public Works and Government Services 45.8 2,650.5 (251.9) 2,018.1 30.4 
Atlantic Pilotage Authority 1.0 0.0 0.0 0.0 0.0 
Canada Ports Corporation 8.8 (3.3) (0.1) (0.5) 0.4 
Great Lakes Pilotage Authority, Limited He 0.0 0.0 0.0 0.0 
Halifax Port Corporation Bell 0.0 0.0 0.0 0.5 
Laurentian Pilotage Authority (0.8) Laity 0.0 0.0 0.0 
Marine Atlantic Inc. 67.2 0.0 0.0 98.5 0.0 
Montreal Port Corporation 12.4 0.0 (0.7) 0.0 SZ. 
Pacific Pilotage Authority Hh 3) 0.0 0.0 0.0 0.0 
Port of Quebec Corporation 0.3 0.0 0.0 0.0 0.0 
Prince Rupert Port Corporation Dei 0.0 (10.0) 0.0 0.0 
Saint John Port Corporation ES 0.0 0.0 0.0 0.1 
St. John’s Port Corporation 0.6 0.0 0.0 0.0 0.0 
St. Lawrence Seaway Authority, The (1.4) 0.0 0.0 0.0 0.0 
Jacques Cartier & Champlain Bridges Inc. * (26.6) 0.0 0.0 Dey, 0.0 
Seaway International Bridge Corp. Ltd. * 0.0 0.0 0.0 0.0 0.0 
Vancouver Port Corporation 35 (3) Cie) 0.0 0.0 
VIA Rail Canada Inc. (44.5) 0.0 0.0 228.7 0.0 


Total Transport 31.8 (5.7) (12.5) 352.2 4.2 


Grand Total 404.0 5,936.3 (1,178.3) SALT 45.6 


The Old Port of Montreal Corporation Inc., a wholly owned subsidiary of the Canada Lands Company Limited, has been directed to 
report as a parent Crown corporation. 


Two wholly owned subsidiaries have been added to the table because their financial affairs are not consolidated with their parent 
Crown corporation. 
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HIGHLIGHTS OF 
CORPORATE INITIATIVES 


Increased market competition and reduced 
levels of funding from government have led 
Crown corporations to seek creative 
solutions in order to continue to provide 
cost-effective services to their clients and 
customers. A number of Crown corporations 
indicated in their annual reports that service 
improvements and innovative measures 
were undertaken to maximize cost 
efficiencies, add value for customers and 
seize opportunities for growth. 


This chapter highlights some of these 
activities as reported by Crown corporations 
in their most recently tabled annual reports 
as of October 30, 1998. 


The corporations’ activities have been 
categorized to reflect initiatives related to 
the following: providing service to 
customers and clients; use of technology; 
partnering arrangements; and exports of 
corporate expertise and other international 
activities. Examples of contributions to 
Canada’s social and economic well-being as 
reported by Crown corporations are noted, 
as well as those that improve Canadians’ 
exporting potential. Several specific 
corporate actions related to the environment 
and to Year 2000 compliance are also 
included. Individual annual reports provide 
further details on each of the corporations’ 
activities. 





Highlights of Corporate Initiatives 


Improving Service to Clients and Customers 


Rationalization or simplification of service offerings as well as the effective use of 
technology made it possible for many Crown corporations to improve service to their 
clientele. Some examples are noted below. 


During 1997/98, Canada Post Corporation began to standardize and simplify its 
distribution products in response to customer feedback and input. In addition, the 
corporation reported that it is investing in improving services within and between 
smaller, non-urban communities in the same region. 


To ensure that its customers receive quality products and services at competitive prices, 
the Farm Credit Corporation restructured and re-engineered its business processes, 
streamlining service delivery channels. 


The St. Lawrence Seaway Authority reported that the joint Canada/U.S. vessel inspection 
program based in Montreal now replaces the previous dual inspections, reducing transit 
times for foreign vessels and agency costs. Additional elements were added to the 
inspection process, bringing a reduction of 44 per cent in the number of accidents and 

66 per cent in the cost of damages to vessels in the past year. 


In October 1997, the Standards Council of Canada launched a new Internet-based 
resource with searchable databases containing information on international standards; 
national standards from Canada, France, Britain, Germany and Australia; federal 
regulations referencing standards; World Trade Organization and North American Free 
Trade Agreement notifications; and organizations accredited by the Standards Council. 


The Canadian Broadcasting Corporation provided a range of programming from the arts 
to news to sports and items of interest to children on the World Wide Web. Several radio 
and television programs inaugurated or upgraded their Internet sites. Partnerships also 
made it possible to create sites associated with special events, including special coverage 
of the federal election campaign and the Nagano Olympic Games. 


Another example of the use of technology to serve customers better included the Canada 
Mortgage and Housing Corporation’s (CMHC’s) AffordAbility software, which was 
designed for use on most personal computers. The software helps consumers access 
various home-purchase, mortgage-renewal and renovation-loan scenarios in the privacy 
of their own homes. In partnership with The Conference Board of Canada, CMHC offers 
the Canadian Housing Markets Online Service, which provides comprehensive 
information on housing in Canada and electronic access to many of CMHC’s reports on 
housing markets. This service is available through the Internet. 


The Export Development Corporation reported that its investments in technology over 
the past few years have contributed to its ability to provide rapid, seamless service to 
exporters of all sizes. For example, the average length of time it took to issue a credit 
approval decreased to two days in 1997 even as the corporation’s short-term volumes 
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grew by 29 per cent. More than 63 per cent of the credit approvals were issued within 
24 hours. 


The Great Lakes Pilotage Authority, Ltd. developed and implemented a computerized 
scheduling system for its pilots to allow more timely dispatches and operation reports, 
and to increase the accuracy in tracking pilots and vessels. 


The International Development Research Centre (IDRC) reported that the Bellaner 
Secretariat was established to support collaboration within the development community 
through the use of information and communication technologies (ICTs). IDRC and six 
other organizations, including one in Sweden and one in the Netherlands, provide 
funding. In 1997, Bellanet underwent a mid-term review that confirmed an earlier 
decision to focus less on specific development issues and more on working with 
development partners that are committed to the idea of collaboration and that are open to 
experimenting with ICTs to reach their goals. 


The National Capital Commission (NCC) reported that technology, such as the NCC’s 
Web site, is allowing the commission to reach outward to new and much larger markets. 
In addition, the NCC is investing in state-of-the-art technology to keep pace with federal 
partners and to enable fewer employees to maintain former levels of service. 


With the production of an audio guide for the Canadian permanent collection, the 
National Gallery of Canada became the first Canadian art museum to apply audio guide 
expertise — traditionally reserved for special exhibitions — to a permanent collection. 
An audio guide was also produced for Renoir’s Portraits and resulted in rentals by more 
than 109,000 visitors to the exhibition, a level of use five times higher than for any 
previous exhibition. 


The National Museum of Science and Technology Corporation continued to build on 
previous efforts to digitize assets and widen their availability through electronic media. 
Early in the year, the National Museum of Science and Technology completed a 
multimedia database on the Avro Arrow in conjunction with Bell Canada and Digital 
Renaissance. It also made progress on digitizing its collection of archival photographs. 
The corporation also redesigned its Web sites for both the National Museum of Science 
and Technology and the Agriculture Museum, developed new content including 
educational support materials aimed at teachers and students. The corporation noted that 
an evaluation of the museum’s Web site revealed exponential growth in the use of the site 
attributed to the topical educational material. 


VIA Rail Canada Inc. reported that it improved delivery service for its customers, 
offering tickets by mail within five days of booking. It added new trains serving Kingston 
and Ottawa. It introduced new intermodal services in Cobourg and Brockville. It 
enhanced its on-board services. It launched a self-booking service for travellers on the 
Internet. In response to customer demand, VIA added new frequencies to the Ottawa— 
Toronto service, restored dedicated service between Toronto and Kingston and expanded 
its daylight service between Jasper and Prince Rupert. 
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Seeking Feedback 


There was a noted effort by Crown corporations to continually seek to raise the level of 
satisfaction of their clients with the services and products they offer. A number of 
corporations indicated that customer satisfaction surveys were conducted annually. As 
well, several Crown corporations reported on the results of customer surveys that they 
had undertaken during the past year. 


Corporations that reported that they had carried out customer surveys included the 
Business Development Bank of Canada, the Canada Deposit Insurance Corporation, 
Canada Post Corporation, the Canadian Commercial Corporation, the Canadian Museum 
of Nature, the Export Development Corporation, the Farm Credit Corporation, Marine 
Atlantic Inc., the National Capital Commission, the National Museum of Science and 
Technology Corporation and the Standards Council of Canada. 


The Business Development Bank of Canada reported that over 85 per cent of clients 
indicated that they were satisfied with the quality of the corporation’s services, compared 
to 81 per cent the previous year. 


The Canada Deposit Insurance Corporation (CDIC) conducted a national telephone 
survey to research the awareness of Canadians and their attitudes towards deposit 
insurance. The research results led to the development of a communications plan for 
making information on deposit insurance more readily available to consumers. In 
addition, as a result of informal customer surveys, CDIC developed a series of 
information sheets on some of the most commonly asked questions about deposit 
insurance. 


The Canadian Museum of Nature reported that visitor survey and focus group sessions 
related to the 1997 summer exhibit, Arctic Odyssey, combined with a critical appraisal 
and a tracking study will allow the museum to choose which elements will be included in 
the planned travelling exhibit. 


The National Museum of Science and Technology Corporation has established a survey 
program conducted continually in two specific areas: visitor satisfaction with their 
museum experience, and teacher satisfaction with educational programs. The corporation 
reported on both the visitor and teacher satisfaction results, comparing them with the two 
previous years. 


Following the creation of specialized processing centres at the beginning of 1997/98, the 
Farm Credit Corporation (FCC) asked a sample group of 220 customers if they had 
noticed a difference in the level of service they received. FCC reported that the majority 
of respondents told the corporation that FCC had supplied optimum service and many 
noted that service was faster. 


During 1997, Marine Atlantic Inc. conducted a customer satisfaction survey with a total 
of 659 customers randomly selected during the peak travel season. Over 96 per cent of 
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those surveyed expressed satisfaction with the service, and 75 per cent said they were 
very satisfied. Reservations personnel received a 99-per-cent satisfaction rating. 


The National Capital Commission carried out a national survey in order to find out how 
Canadians want to mark the millennium. The commission reported that large numbers of 
Canadians want to see this milestone celebrated in some way in the National Capital 
Region. 


During 1997/98, the Standards Council of Canada developed a new three-year strategic 
plan. The development process for the plan included a customer satisfaction survey to 
determine where the corporation was succeeding and where action was needed. 


Since 1996/97, a Customer Satisfaction Index has been produced quarterly for Canada 
Post Corporation by an independent research firm, based on random interviews with a 
statistically valid sample of some 2,350 Canada Post customers. 


In 1997/98, for the first time, the Canadian Commercial Corporation (CCC) adopted a 
client satisfaction index, which is based on a client’s overall assessment of CCC after 
considering the quality and value of individual services they have used. CCC’s 1997/98 
survey produced a client satisfaction index of 6.7 out of 10. 


The Export Development Corporation (EDC) reported that a component of its annual 
customer survey is the Customer Satisfaction Index, which rates its customers’ overall 
satisfaction with EDC as well as their likelihood of recommending EDC to their business 
associates. EDC’s 1997 score was 79.5 out of 100 against a target of 80 out of 100. 


Defence Construction (1951) Limited noted that its analysis of client satisfaction has 
been revised to include the overall project rating, which is the ratio of the number of 
problems acted upon to the number initially reported by clients, and the rolling up of 
contracting issues into overall satisfaction tracking. 


The Royal Canadian Mint reported that the results of its 1996 customer survey shaped its 
approach to the commercial market in 1997, and that another survey in 1998 will 
continue tracking customer response to the Mint’s new products and services. In its 1997 
annual report, the Mint also included a feedback form to solicit comments on the content 
and presentation of its annual report, as well as to seek suggestions for improving the 
report. 


Several corporations reported on their public consultation activities during the year. 
These included the Canada Lands Company Limited, regarding the development of the 
Downsview lands in Toronto, Ontario, and the redevelopment of the former railway 
shops in Moncton, New Brunswick. The Canadian Dairy Commission and The Canadian 
Wheat Board noted the various consultations with their respective stakeholders. The 
Enterprise Cape Breton Corporation carried out consultations to assist it in shaping its 
strategic direction. The Vancouver Port Corporation organized two Port Users 
Conferences in 1997. It also noted that its staff made over 1,000 personal visits to their 
customers in Canada, the U.S. and elsewhere to listen to their needs, to develop 





innovative solutions and services for existing customers and to create opportunities to 
convince others to choose Port Vancouver. 


In March 1998, Canada Post held a conference in Toronto attended by key business 
customers from Canada, the United States and thirty international postal services. The 
conference was designed to keep customers informed and to obtain their feedback. 
Canada Post also receives independent advice on service and policy matters from the 
eight regional Postal Service Customer Councils, whose volunteer members represent the 
interests of business and consumers and gather information from medium-sized and small 
businesses. 


During 1997/98, several regional offices of the Canadian Film Development Corporation 
held frequent consultations with their respective client groups within the framework of 
the feature film committees established by the corporation in 1997 for the Canadian 
Television and Cable Production Fund’ policy review for 1998/99 and during the 
preparation of regional business plans. 


Working with Others 


Over half of the Crown corporations reported on their use of partnerships or partnering 
arrangements during the year in an effort to reduce costs, improve service to clients or 
develop new markets. Some examples are as follows. 


The redevelopment of the Bank of Canada’s system for processing data collected from 
financial institutions, which is also used by the Office of the Superintendent of Financial 
Institutions and the Canada Deposit Insurance Corporation, was undertaken in 1997 in 
collaboration with the two organizations under a cost-sharing agreement. 


The Council of Crown Financial Institutions, which was formed in 1996 and consisted of 
the Business Development Bank of Canada, the Canadian Commercial Corporation, the 
Farm Credit Corporation and the Export Development Corporation (EDC), undertook a 
review of opportunities for closer collaboration among the four Crown corporations. 
Among other things, this review has led to the establishment of a seamless referral 
system for prospective customers, to better direct them to the appropriate Crown service 
provider, cross training of staff, links to relevant Internet sites, and other communications 
and marketing opportunities. The council’s work is now complete. EDC reported that it is 
expected that the council will be replaced by meetings of the chief executive officers in 
order that the network of contacts and communication among the Crown financial 
institutions will continue to expand. As well, the four corporations will report to the 
public annually on their business results in support of small and medium-sized 
corporations. 


' Now called the Canadian Television Fund. 
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The Canadian Commercial Corporation’s Progress Payment Program operates in 
conjunction with a number of financial institutions to help small and medium-sized 
businesses to access new sources of pre-shipment financing. 


The Farm Credit Corporation’s Agribusiness Division worked with other financial 
institutions and credit unions to finance various enterprises that process, manufacture, 
transport, store or transform farm inputs and outputs. Of the 15,488 loan applications that 
were approved, 16 per cent were a direct result of partnerships and alliances. 


During 1997, the Canada Mortgage and Housing Corporation (CMHC) continued to 
provide its services through co-operation and partnerships with various levels of 
government, community-based, non-profit and co-operative housing organizations and 
builders’ associations, among others. As well, following consultations with First Nations, 
CMHC’s On-reserve Non-profit Housing Program was amended in 1997. The new 
program is based on a partnership with First Nations that allows for greater flexibility and 
control at the community level. In addition, CMHC has been working with the industry to 
develop a more unified and qualified self-regulated private home inspection profession in 
Canada. 


The Canadian Broadcasting Corporation (CBC) reported on the various programming 
partnerships entered into by CBC English Radio, French Radio, English Television, 
French Television and Le Réseau de |’ information. 


The International Development Research Centre noted that a new awards program 
between the centre and the Social Sciences and Humanities Research Council, the 
‘Canada in the World’ grant, will enable Canadian researchers to examine issues that will 
affect Canada’s relationship with Asia and Latin America in the years to come. 


The three museum corporations, the National Gallery of Canada and the National Arts 
Centre Corporation reported on a varied and wide range of partnering and sponsorships in 
order to enhance their programming activities. 


The National Capital Commission (NCC) listed its numerous partners and sponsors, 
including governments at all levels, businesses, non-profit associations and private 
individuals. The commission noted that it has ongoing relationships with some 144 
organizations and 100 sponsors. The NCC also noted that volunteers donated 1,130 hours 
to clearing debris-strewn trails as a result of the 1998 Ice Storm and that some 1,300. 
volunteers contributed over 20,000 hours of their time during the year. 


Canada Lands Company Limited completed a long-term lease arrangement with the 
TrizecHahn Corporation to revitalize the base of the CN Tower and the Tower itself 
through major investments in entertainment and retail infrastructure and operations. 


In May 1997, the St. Catharines Hydro-Electric Commission and The St. Lawrence 
Seaway Authority signed a 30-year lease agreement, under which the commission will 
operate the authority’s generating station. This agreement went into effect in the fall of 
slide 
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During 1997/98, the Standards Council of Canada signed a partnership agreement with 
IHS Canada/Micromedia Limited that will enable one-stop shopping, and hence better 
and faster service, for Canadian purchasers of foreign and international standards. 


The Great Lakes Pilotage Authority, Ltd. (GLPA) provides all dispatching and pilot boat 
services in Port Weller to the U.S. District No. 1 pilots without charge; and the U.S. 
Pilots Association provides, without charge, pilot boat services for the GLPA at Cape 
Vincent, New York. The Laurentian Pilotage Authority renewed the Memorandum of 
Understanding with the Port of Quebec Corporation for joint dispatching, pilotage and 
port services. 


The Canadian Dairy Information Centre Web site provides a one-stop information centre 
on the Canadian industry and international markets for dairy products and dairy genetics. 
The site involves a partnership between the Dairy Farmers of Canada, the National Dairy 
Council of Canada, Agriculture and Agri-Food Canada and the Canadian Dairy 
Commission. 


The Vancouver Port Corporation (VPC) worked with both the Canadian National 
Railway and the Canadian Pacific Railway to position Port Vancouver as ‘North 
America’s Gateway’ for container lines and shippers. The completion of the Deltaport 
container terminal was the result of a partnership of VPC, TSI Terminal Systems Inc. and 
the two railway companies. In late 1997, the Vancouver Port Corporation partnered with 
Inland Container Terminals to support the activities of importers and exporters using 
Deltaport. 


VIA Rail Canada Inc. established new partnerships in various parts of its business, 
including its on-board services and its frequent traveller program. It negotiated an 
agreement with Amtrak to create joint North American Railpasses in 1998, valid for 
travel on both carriers’ networks across the continent. It entered into a partnership with 
Home Hardware, allowing VIA Rail to reach potential customers through the chain’s 960 
stores in Canada. In the second year of partnerships with Chambers of Commerce and 
Boards of Trade, VIA continued to develop community-based programs and special 
projects throughout the Quebec City—Windsor corridor. It extended an interline 
agreement with the Trentway Wager bus company, transforming VIA’s Cobourg and 
Brockville stations into intermodal facilities handling both train and bus departures. 


In addition to other partnership activity, the Enterprise Cape Breton Corporation 
continued to support familiarization tours as a major means of co-operation with tourism 
operators to encourage travel agents, wholesalers and media to visit Cape Breton. In 
1997/98 the corporation invested $70,000, which leveraged private and public partner 
contributions of $500,000 to co-ordinate 55 visits — leading to an estimated $15 million in 
‘free’ publicity through various magazines and other media. 
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Exporting Crown Corporations’ Expertise and Other 
International Activities 


The expertise that has been developed in Crown corporations is also being marketed in 
other countries. For example, Canada Post Corporation continues to market its expertise 
through its international consulting subsidiary, Canada Post Systems Management Ltd., 
which in 1997/98 signed a $4.3-million contract with Guatemala to provide postal 
operations advisory services. 


Some corporations are also active participants in the international community most 
closely related to the corporation’s activities. For example, throughout the year, staff of 
the Canada Deposit Insurance Corporation (CDIC) advised Jamaica, Japan, Lithuania, the 
Philippines and Taiwan, among others, on deposit insurance matters. CDIC also provided 
information to Hungary, Korea and Norway at their request and participated in 
international conferences such as those hosted by the South East Asian Central Banks in 
Malaysia. 


In order to showcase Canadian housing excellence, the Canada Mortgage and Housing 
Corporation delivered and participated in many seminars in 1997 in several countries, 
hosted visiting delegations to Canada, and signed or worked on establishing agreements 
with various housing agencies in other countries. 


Bank of Canada staff participate in regular meetings of the major international economic 
and financial organizations, sharing views and information on domestic and international 
issues related to monetary policy. During 1997, special attention was paid to 
developments in Asia and their impact globally as well as on the domestic economy. 
Bank employees also took part in technical assistance programs to developing countries 
under the auspices of the International Monetary Fund and the World Bank and in 
co-operation with the Canadian International Development Agency. 


The Canadian Museum of Civilization Corporation entered into an agreement to become 
the first international chapter in the National Children’s Film Festival; as well, it 
organized and participated in the India~-Canada Museum Seminar held in Delhi in January 
1998. It also undertook a travelling exhibition in Copenhagen, Denmark; one that went to 
five cities in Taiwan; and several different exhibitions that went to cities in the U.S. 


The Canadian Museum of Nature helped implement the convention on Biological 
Diversity via Canadian Centre for Biodiversity-organized missions to Cote d'Ivoire and 
Burkina Faso. Preliminary visits to two more West African countries, Togo and Benin, 
were also made. 


The National Gallery of Canada worked with art organizations and embassies to 
contribute in several ways to Canada’s international relations. The Gallery loaned works 
to 30 institutions in the United States, Austria, Belgium, Bermuda, Czech Republic, 
France, Germany, Italy, Netherlands, Spain, Sweden, Switzerland, England and 
Venezuela. As well, the Canadian Museum of Contemporary Photography loaned works 
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to a museum in England and a gallery in the U.S. The Gallery became one of the co- 
founders of AMICO (Art Museum Image Consortium), an international virtual library 
that will eventually feature the great art collections of the world. 


The International Development Research Centre (IDRC) carried out a number of research 
projects in Asia, Africa, Latin America and the Caribbean. Africa received the bulk of 
IDRC’s support in 1997/98, that is, 33.2 per cent. Asia received 14 per cent and Latin 
America, 13.2 per cent. The balance was appropriated for global and domestic activities. 


VIA Rail delivered a presentation on quality and a workshop on Performance 
Enhancement at the National Conference on Federal Quality in Washington, D.C. VIA 
noted that it was the first organization from outside the U.S. to have been invited to do so. 


Contributing to Canada’s Social and Economic Development 


Several Crown corporations identified specific contributions to the government's social 
and economic agenda, as well as to disaster assistance, in addition to reporting on results 
related to their specific mandates. 


The Canada Mortgage and Housing Corporation reported that it created jobs by extending 
housing rehabilitation programs. As well, the corporation helped young people develop 
skills through the Government of Canada’s youth employment strategy by working with 
First Nations and Inuit to create youth housing internships. 


Canada Lands Company Limited noted that by bringing non-productive land into 
productive use, the corporation delivers a wide range of long-term economic benefits 
from its development and revitalization projects. A major priority at each location is to 
maximize economic benefits to each of the local communities in which Canada Lands is 
creating value. Most of the corporation’s major activities create both significant short- 
and long-term employment opportunities. These include employment opportunities 
generated in the planning and pre-development stage of projects given that Canada Lands 
outsources many functions. As well, short-term jobs are created in the construction phase 
and permanent jobs will be created on the properties Canada Lands brings into productive 
use. 


The Export Development Corporation (EDC) noted that although the corporation 
operates as a commercial financial institution, its public policy role puts an emphasis on 
being an export maximizer rather than a profit maximizer. It indicated that the substantial 
increases in business activity over the last several years and the corporation’s growing 
support for small and medium-sized enterprises (SMEs) are indicators of EDC’s success 
in this regard. EDC also noted, however, that the achievement of a healthy bottom line 
was also critical to the corporation’s goal of internally generating the capital necessary 
for additional risk taking and growth in customer support. 





Highlights of Corporate Initiatives 


To attract new cargoes and ships and to promote greater use of the Seaway, staff at The 
St. Lawrence Seaway Authority participated in a variety of trade missions, and 
international conferences and exhibitions. 


Several Crown corporations reported that they had provided assistance to help those 
affected by the Manitoba flood in May 1997. These included Canada Post, the Canada 
Mortgage and Housing Corporation, the Farm Credit Corporation (FCC) and The 
Canadian Wheat Board. Corporations such as Canada Post and FCC also reported on the 
assistance that they had given during the January 1998 Ice Storm in eastern Ontario and 
western Quebec. 


Improving Canada’s Exporting Potential 


Several Crown corporations provide assistance to businesses that are either current or 
potential exporters. Others have the exporting of Canadian products as a primary or 
complementary function. 


During 1997/98, the Business Development Bank of Canada reported an increase in its 
loans to knowledge-based, high technology and export-oriented small businesses by more 
than 25 per cent over the previous year. 


In December 1997, the Canada Mortgage and Housing Corporation (CMHC) launched 
the Canadian Housing Export Centre whose purpose is to research international market 
opportunities and help match them with companies involved in exporting housing 
products and services. In addition, the Centre’s staff will broker partnerships between 
Canadian companies and potential partners in target countries. As part of the Team 
Canada partnership, CMHC participates in two national sector teams on building 
products and on construction, architectural and engineering services. As well, the 
corporation chairs an interdepartmental committee on housing exports which is 
comprised of representatives from the Department of Foreign Affairs and International 
Trade, Industry Canada, the National Research Council and Natural Resources Canada. 


The Canadian Commercial Corporation (CCC) assists exporters in the completion of 
export sales to the governments of other nations. The corporation makes Canadian 
companies aware of opportunities in the U.S. All opportunities that are open to Canadian 
firms are posted on the Canadian MERX system and on CCC’s Web site. During 
1997/98, over 75 per cent of the companies using CCC’s services were small to medium- 
sized enterprises with less than $25 million in annual sales. CCC also increased its 
participation in trade missions and established an outreach program to U.S. buying 
agencies that will form the basis of a program whereby Canadian sources of supply can 
be directly introduced to potential American buyers. 


The Canadian Dairy Commission issues permits to exporters on a transaction by 
transaction basis. The number of permits and the volume of milk covered by its permits 
depend on the quantity of milk produced that is not required for the domestic market and, 
thus, is available to sell on foreign markets. During the 1996/97 dairy year, the 
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commission’s traditional markets of Mexico, North Africa and Cuba accounted for more 
than two thirds of Canadian exports of skim milk powder while about 75 per cent of 
butter exports were directed to the North African and Russian markets. 


The Canadian Film Development Corporation (Telefilm) provided assistance to Canadian 
firms with promotion campaign financing, advertising and other marketing activities 
carried out abroad by these firms. Telefilm also administers international co-production 
agreements on behalf of the Canadian government. During 1997/98, seven new 
agreements were signed in addition to its ongoing activities with a number of European 
and African countries. Telefilm also signed a Letter of Intent regarding feature film 
development with the China Film Co-Production Corporation. With respect to 
international festivals, Telefilm entered a total of 942 Canadian works in more than 

100 festivals held around the world. 


The Canadian Wheat Board (CWB) is a major world exporter of grain. In addition to 
sales to its traditional markets, during 1997 the CWB sold wheat to Vietnam, signed a 
letter of agreement with seven flour millers in Thailand aimed at exporting more than one 
million tonnes of Canadian wheat over the next five years, and made the first shipment of 
Canadian wheat to the United Arab Emirates since 1989. 


The Cape Breton Development Corporation reported that it resumed its international 
sales of coal with a shipment to Denmark in June 1997, 


The Enterprise Cape Breton Corporation indicated that it is working with firms in the 
environmental industry in Cape Breton with a view to helping local companies export 
their services. 


The Export Development Corporation (EDC) provides a range of risk management 
services and financing products to assist companies wishing to sell in foreign markets. 
During 1997, EDC worked with 3,711 customers — an increase of 18 per cent over the 
previous year — to help them generate more than $28 billion in sales and foreign 
investments. This represented volume growth of over 30 per cent over 1996. 


During 1997/98, the Standards Council of Canada co-ordinated the participation of some 
3,000 Canadian volunteers in the work of two of the world’s major voluntary standards 
development bodies — the International Organization for Standardization and the 
International Electrotechnical Commission. In addition, the council concluded a number 
of agreements during the year aimed at supporting Canadian exporters by promoting the 
international acceptance of Canadian test reports, certifications and registrations. 


Corporate Environmental Activities 


Examples of corporations reporting on their environmental activities included the 
following. 


Canada Lands Company Limited undertook a major remediation program at the former 
railway shops in Moncton, New Brunswick using extensive, open public consultation. 
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The Cape Breton Development Corporation reported that a major phase of the 
environmental project for closure of the Victoria Junction Tailings Basin was completed 
during 1997/98. 


The National Capital Commission (NCC) reported that during the year it had carried out 
10 environmental assessments, environmental analyses for various development 
proposals and had prepared seven Environmental Priority Maps as the basis for remedial 
work in the future. The commission also reported on the steps it had taken to conform 
with the Alternative Fuels Act and that a review of NCC fleet performance by Natural 
Resources Canada had shown that the NCC has reduced emissions by 53 per cent over 
the 1996/97 levels. 


In 1997, the Royal Canadian Mint undertook an environmental audit of its Ottawa and 
Winnipeg facilities. The Mint reported that it has developed an Environmental 
Management System for the Mint, with six priorities defined for implementation in 1998 
and longer-term priorities identified for 1999 and beyond. 


The Vancouver Port Corporation (VPC), with the co-operation of the Chamber of 
Shipping of British Columbia, introduced a new Ballast Water Exchange Program, 
becoming the first port in Canada to make mid-ocean deballasting mandatory instead of 
voluntary. The VPC designed and supervised the installation of habitat rafts at Ballantyne 
as partial mitigation for Centerm fill requirements. As well, the VPC participated with the 
Burrard Inlet Environmental Action Program in a project to map shoreline habitat. 


To address concerns expressed by the environmental community when the Aylmer, 
Quebec site was allocated, the Canadian Museum of Nature developed, in partnership 
with a number of experts and public interest groups, a stewardship plan for the 
management of its Natural Heritage Building site and Museum facility. The museum also 
works with other organizations concerned with the environment through the Canadian 
Centre for Biodiversity. 


The Farm Credit Corporation noted that it works with the industry to deal with 
environmental challenges by including environmental assessment standards in the 
lending process, which ensure agricultural operations meet accepted environmental 
standards; and by referring customers to environmental experts when necessary. The 
corporation also promotes environmental awareness in customer publications. 


Year 2000 Compliance 
A number of Crown corporations reported on their Year 2000 compliance activities. 


In April 1997, the Bank of Canada completed an internal Year 2000 impact assessment, 
and a central project office is ensuring that critical internal systems will continue to 
function properly. In support of the overall functioning of the Canadian financial system, 
the Bank is participating in discussions with federal government departments and with 
Industry Canada’s Year 2000 Task Force. It is also working with domestic and 
international financial communities to raise awareness, encourage resolution, share best 
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practices and monitor the state of readiness. The Bank’s plan is to have internal systems 
completed by the end of 1998 and, in 1999, to focus on testing shared systems with its 
business partners and developing the necessary contingency plans. 


The Business Development Bank of Canada (BDC) reported that it is taking the 
necessary action towards ensuring that its own systems are Year 2000 ready. Also, in 
March 1998, BDC launched the Year 2000 Ready program, which is a $50-million loan 
program that will allow small business owners to obtain the financial backing necessary 
to make software and hardware conversions without straining other operations or 
compromising their working capital. 


The Canada Deposit Insurance Corporation (CDIC) expects to complete the 
implementation and testing phases by mid-1999, which will include a full Year 2000 
simulation test. It also indicated that it expects most financial institutions to be fully Year 
2000 compliant before the end of 1998. Over the course of the next year, CDIC will 
monitor closely the Year 2000 readiness of its member institutions. 


Canada Post’s Year 2000 program, which includes ongoing communication with major 
customers, suppliers, benefit providers, financial institutions and other resources that are 
considered critical to the health of Canada Post to ensure that programs are on track and 
synchronized, is expected to be completed by mid-1999. In its 1997/98 annual report, 
Canada Post also indicated that it was developing a contingency plan for implementation 
in the event significant problems occur. 


The Canadian Broadcasting Corporation reported that, as of March 1998, inventories of 
all information technology applications and risk assessments of these applications had 
been completed, and conversion of non-compliant programs had started. A computer 
replacement infrastructure program was introduced to ensure that all PC workstations are 
Year 2000 compliant, and that older PCs are not used in any operational activities. An 
inventory of all other Year 2000 sensitive equipment and software was undertaken, and 
plans for testing were under way. 


The Canadian Museum of Nature indicated that it carried out major improvements to its 
information technology infrastructure during 1997/98, including the purchase of software 
and hardware to ensure Year 2000 compliance. The Canadian Wheat Board indicated that 
it had begun to correct the Year 2000 problem in 1995, pioneering some techniques that 
are now in use outside the corporation. The Cape Breton Development Corporation noted 
that it has been working on issues related to the Year 2000 problem for more than two 
years and expects to be Year 2000 compliant by March 31, 1999. Defence Construction 
(1951) Limited has vendor assurances that the main enterprise software is compliant with 
Year 2000 requirements. Plans have been made for bringing other systems into line and 
further third party compliances are being sought. 


The Farm Credit Corporation (FCC) reported that it is well on its way to ensuring Year 
2000 compliance of all systems, supporting hardware and software components. FCC is 
working with software vendors to ensure that existing products are Year 2000 compliant. 
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Completion is targeted for December 1998, allowing a full year for quality assurance 
prior to the Year 2000. The Laurentian Pilotage Authority is having its computerized 
pilotage billing and assignment system rewritten in order to avoid Year 2000 problems. 
It is taking advantage of this overhaul to improve its system to better meet the needs of 
clients, pilots and management. 


Other corporations that indicated in their annual reports that they were addressing 
Year 2000 compliance issues included the Canada Lands Company Limited, the 
International Development Research Centre, Marine Atlantic Inc., the Royal Canadian 
Mint, the National Capital Commission and the Standards Council of Canada. 


‘ Highlights of Corporate Initiatives 37 











CORPORATE ABSTRACTS 


Introduction 


Corporate Abstracts describes each parent 
Crown corporation’s mandate, activities and 
financial position. 


The abstract for each corporation begins by 
identifying the key individuals responsible 
for the management and accountability of 
the corporation, including the appropriate 
minister, the chairperson of the board of 
directors, the chief executive officer and the 
external auditors. Each corporation’s contact 
information is also provided. 


This chapter identifies the legislative 
authority under which the corporation was 
incorporated and its scheduling under the 
Financial Administration Act. In addition, 
information is provided on whether or not 
the corporation is an agent of Her Majesty. 
A corporation that has agency status enjoys 
the immunities, privileges and prerogatives 
that are enjoyed by the Crown and can bind 
the Crown by its acts. 


Sources for this information include the 
corporation's most recently tabled annual 
report. Readers wishing to obtain further 
information about a particular corporation 
should refer to the corporation’s annual 
report or contact the corporation directly. 





Corporate Abstracts 


A Note About Summary Information Tables 


The financial summary provides five years of comparative financial information 
showing the corporation’s financial position, its operational performance, and the funding 
received from and payments to Canada. Some of the summary information tables in this 
document may contain figures that appear to be calculated incorrectly. Readers are 
advised that, to ensure the greatest possible accuracy, all calculations are based on actual 
figures that are linked in a computer database. In the summary information tables, 
however, figures have been rounded. In some tables, the use of rounded rather than actual 
figures may give the appearance of discrepancy. 


Where Crown corporations have re-stated financial data from previous years, readers 
should be aware that the tables in this report reflect only those changes that are intended 
to correct errors from previous years. These tables do not reflect amendments made as a 
result of changes in corporations’ accounting policies that have been applied retroactively 
to financial statements from previous years. 


A five-year employment history is also provided. In addition, selected performance 
indicators are provided where they have been included in numerical form in the annual 
report of the corporation concerned. 


Glossary of Financial And Employment Terms Used in This 
Report 


Financial Position 


Total assets represents all assets reported by the corporation in its audited financial 
statements. 


Loans from private sector includes short- and long-term borrowings, capital leases and 
any other debt-like instruments. For the marketing boards (Canadian Dairy Commission, 
The Canadian Wheat Board and Freshwater Fish Marketing Corporation), loans may 
include payments accruing to farmers, dairy producers and fishers. 


Loans from Canada includes short- and long-term borrowings, advances from the 
Government of Canada for working capital or other purposes, and other debt-like 
instruments. 


Shareholder’s equity represents the equity of Canada. For some corporations, the excess 
of assets over liabilities is not deemed to be equity of Canada because of the nature of 
their operations (i.e., marketing boards). 


Operations 


Revenues includes revenues from all sources generated by the corporation. The amount 
includes income from commercial activities and interest income. It would also include 
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the gain on sale of assets and parliamentary appropriations where these are specifically 
included in revenues by the corporation. 


Net income represents the after-tax income, where applicable, and any extraordinary 
items. It includes parliamentary appropriations where the corporation has included these 
in the computation of net income. In some cases, net income is the “excess of 
parliamentary appropriations over cost of operations” or “excess of proceeds over 
expenditures.” A negative net income (i.e., a net loss) is shown in parentheses. 


Funding From Canada 


Budgetary refers to parliamentary appropriations for capital and operating purposes. The 
amounts exclude grants and contributions paid to Crown corporations where they qualify 
as members of a general class of recipients. Budgetary appropriations increase the 
expenditures of Canada and thus have a direct impact on the amount of the government's 
surplus or deficit. 


Non-budgetary (loans and investments) represents loans and ownership interests (i.e., 
contributed capital or share capital) invested by the Government of Canada during the 
year. These loans and investments do not have an impact on the government's 
expenditures as they are recorded as assets of Canada. At the end of the government’s 
fiscal year (March 31), a general provision for valuation is taken in the accounts of 
Canada on the entire stock of loans and investments to reflect estimated realizable value. 


Payments to Canada 


Loan repayments includes payments made during the year by the corporation to the 
Government of Canada on loans outstanding. 


Dividends represents those declared by the corporation during the fiscal year of the 
corporation. This figure includes cash recoveries by Canada (where applicable), and other 
types of payments or contributions made to Canada. Dividends may be paid by the 
corporation to the Government of Canada before or after the corporation's year end. 


Employment 


Presents the number of full-time employees obtained from sources such as an annual 
report, financial statements or a corporate plan and are as at the fiscal year end of the 
Crown corporation. The employment figure includes the full-time staff, and employees 
outside of Canada of the parent corporation and its wholly owned subsidiaries. The 
exceptions are data for the Canada Development Investment Corporation, which relate to 
the parent corporation only; and data for the four pilotage authorities, which include 
contract pilots. Employment data for Canada Ports Corporation include divisional ports. 
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ATLANTIC PILOTAGE AUTHORITY 


SASS ee a Sper EL eA NA A 


Appropriate Minister Auditor 

The Honourable David Collenette, P.C.,M.P. | Auditor General of Canada 

Minister of Transport : 
; 3 Incorporation and Status 

Chairperson and 1972 pursuant to the Pilotage Act 


Chief Executive Officer (R.S.C. 1985, c. P-14); Schedule II, Part I 
of the Financial Administration Act; not 


Captain R. Anthony McGuinness iiaeendolicaN ic 


Head Office Mandate 

Purdy’s Wharf To operate, maintain and administer a safe 
Suite 1402, Tower | and efficient pilotage service within 

1959 Upper Water Street designated waters in and around the 
Halifax NS Atlantic provinces. 

B3J 3N2 


Telephone: (902) 426-2550 
Facsimile: (902) 426-4004 
50S RGA ee 


Corporate Profile 


In addition to providing pilotage services, the Atlantic Pilotage Authority with the 
approval of the Governor in Council makes regulations that prescribe the compulsory 
pilotage areas; the ships or classes of ships that are subject to compulsory pilotage,; when 
compulsory pilotage may be waived; the tariff rates for pilotage; and the classes of 
licences and classes of pilotage certificates that may be issued. 


Of the 31 ports in the four Atlantic regions, 17 are compulsory pilotage areas. The criteria 
for determining which ports should become compulsory are: the degree of difficulty and 
hazard in the approaches and within the port itself; the amount of vessel movement and 
the manoeuvrability of those vessels; the design of wharves and slips; the nature of the 
cargo; and environmental concerns and the preservation of the ecosystem. 
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Summary Information 











1997 1996 1995 1994 1993 
FINANCIAL SUMMARY ($ million); financial year ending December 31 

Financial Position 
Total assets 3.8 2.6 1.8 1.8 1.8 
Loans from private sector 0.0 0.0 0.0 0.1 0.2 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity Pie! 1.1 0.5 0.4 0.2 
Operations 
Revenues 9.6 8.0 7.6 6.9 6.9 
Net income 1.0 0.6 0.1 (0.7) (0.8) 
Funding from Canada 
Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.9 0.3 
Change in budgetary funding - -100% -95% 189% -83% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 


EMPLOYMENT 68 
PERFORMANCE INDICATORS 


Pilotage assignments 9.760 
Incidents! 6 
% of incident-free assignments 99.9 





' Compilation of all maritime incident reports with or without damage. 


Atlantic Pilotage Authority 
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ATOMIC ENERGY OF CANADA LIMITED 


SES Da a 


Appropriate Minister Incorporation and Status 

The Honourable Ralph E. Goodale, P.C., M.P. 1952 under Part I of the Canada 

Minister of Natural Resources and Minister Corporations Act; continued 

Responsible for The Canadian Wheat Board July 8, 1977, under a certificate, 

amended July 5, 1982, under the 

Chairperson Canada Business Corporations Act; 

Robert F. Nixon Schedule III, Part I of the Financial 
Administration Act; an agent of 

Acting President and Her Majesty. 

Chief Executive Officer 

Gs. Mandate 

R. Allen Kilpatrick ; 
To undertake research into atomic 

Head Office energy and to prepare and develop its 


commercial applications. The 


Minto Place ; 
corporation operates research and 


peu development laboratories at Chalk 
344 Slater Street : ; : 

River, Ontario and Pinawa, Manitoba, 
Ottawa ON as well as business, engineering and 
K1A 0S4 ies é 


design offices in Ottawa, Toronto and 


Telephone: (613) 237-3270 Montreal. 


Facsimile: (613) 563-9499 
Web Site: www.aecl.ca 


Auditor 

Auditor General of Canada 

Ernst & Young 
EER 


Corporate Profile 


Atomic Energy of Canada Limited’s objective is to ensure maximum economic benefit 
for Canada from CANDU technology and the associated research and development 
projects. Its research and development programs are the springboard for a $6 billion-a- 
year nuclear industry with a substantial number of knowledge-based and high value- 
added jobs. 





Summary Information 
1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY ($ million); financial year ending March 31' 
Financial Position 





Total assets - 1,040.5 993.1 878.2 848.4 
Loans from private sector - 3.6 5.8 8.6 11.0 
Loans from Canada - 12.1 ilShS) 14.4 [Sei 
Shareholder’s equity . 458.1 464.2 474.1 466.9 
Operations 

Revenues - 629.5 581.4 649.0 632.2 
Net income - 15.4 (9.9) WL? (138.7) 


Funding from Canada 


Budgetary (operating and capital expenditures) - oes 174.6 180.0 Lise 
Change in budgetary funding - 13% -3% 4% -4% 
Non budgetary (loans and investments) - 0.0 0.0 0.0 0.0 


Payments to Canada 


Loan repayments - 1.4 0.9 1.4 430.3 

Dividends - 0.0 0.0 0.0 0.0 
ee eee ee ee eee eee 
EMPLOYMENT 3,652 3,675 3,881 3,943 4,287 


Financial summary for 1997/98 is not available as the 1997/98 annual report had not been tabled in Parliament as of October 30, 
1998. 
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BANK OF CANADA 


1B ae EY 


Appropriate Minister Incorporation and Status 

The Honourable Paul Martin, P.C., M.P. 1934 by the Bank of Canada Act 

Minister of Finance (R.S.C. 1985, c. B-2); acts as the fiscal 
agent of the Government of Canada, 

Governor exempt from Divisions I to IV of Part X 

Gordon G. Thiessen of the Financial Administration Act. 

Head Office Mandate 

234 Wellington Street To formulate and implement monetary 

Ottawa ON policy in Canada; and to act as the 

K1A 0G9 government’s fiscal agent. The Bank has 

Telephone: (613) 782-8111 the sole right to issue paper currency for 

Facsimile: (613) 782-8655 circulation in Canada. 


Web Site: www.bank-banque-canada.ca 


Auditor 


Caron Bélanger Ernst & Young 
Coopers & Lybrand 
eo eT ATS 


Corporate Profile 
The Bank of Canada’s primary functions are as follows: 


- Monetary policy: The Bank is responsible for managing the rate of monetary 
expansion in a way that is consistent with preserving the value of money. 


- Central banking services: The Bank carries out activities that support and oversee 
Canada’s principal systems for clearing and settling payments and other financial 
transactions. 


- Currency: The Bank issues bank notes in Canada. This involves note design as well 
as the printing and distribution of bank notes, and their eventual replacement. 


- Debt-management services: The Bank advises the government on matters relating 
to the public debt and is responsible for issuing debt; maintaining bond holder 
records; and making payments on behalf of the government for interest and debt 
redemption. 


On the international front, the Bank participates in regular meetings and conferences of 
major international organizations, where the emphasis is on sharing and gathering 
information to assist in domestic policy deliberations. In addition, the Bank works closely 





Bank of Canada ® 


with government departments on international economic and financial issues. Bank 
employees also take part in technical assistance programs to developing countries under 
the auspices of the International Monetary Fund and the World Bank and in co-operation 
with the Canadian International Development Agency. 


Summary Information 
1997 1996 1995 1994 1993 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 





Total assets 31,749.2 30,584.4 30,200.6 30,049.7 29,045.1 
Liabilities: 
Deposits 882.5 1,318.9 1,164.5 1,286.0 1,602.0 
Notes in circulation 30,542.0 29,109.9 ES IIa 28,328.7 22300) 
Other 294.7 126.4 228.4 405.0 176.0 
Shareholder’s equity 30.0 30.0 30.0 30.0 30.0 
Operations 
Revenues 1,578.6 1,648.8 2,037.0 1,704.9 NEF SITso) 
Expenses 144.2 2B 220.8 209.2 205.7 
Net revenue - paid to Canada 1,434.4 1,435.1 1,816.2 1,495.7 1,551.9 
EMPLOYMENT 1,500 1,600 1,968 2,066 2,083 


* Bank of Canada 





BUSINESS DEVELOPMENT BANK OF CANADA 


Appropriate Minister 
The Honourable John Manley, P.C., M.P. 
Minister of Industry 


Chairperson 
Michel Vennat 


President and 
Chief Executive Officer 
Francois Beaudoin 


Head Office 


BDC Building 

Suite 400 

5 Place Ville-Marie 
Montreal QC 

H3B 5E7 

Telephone: (514) 283-5904 
Facsimile: (514) 283-7838 
Web Site: www.bdc.ca 


Auditor 


KPMG 
Auditor General of Canada 


Incorporation and Status 


1974 by the Federal Business 
Development Bank Act (R.S.C. 1985, 

c. F-6) and continued by the Business 
Development Bank of Canada Act 

(S.C. 1995..c. 28). ocheduletilerarnt [ot 
the Financial Administration Act; an 
agent of Her Majesty. 


Mandate 


To promote and assist in the 
establishment and development of 
business enterprises in Canada, 
especially small and medium-sized 
businesses, by providing a wide range of 
financial and management services. 


Corporate Profile 


The Business Development Bank of Canada provides financial assistance to Canadian 
firms by acting as a complementary lender and a source for equity financing. It offers 
financial services, venture capital and consulting services. 


The corporation supports businesses in many sectors with a particular emphasis on 
exporters, knowledge-based industries and high-growth companies. Small businesses in 
these target sectors often lack hard asset security to obtain complete financing from 


conventional sources. 
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Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 





Total assets 4,588.0 4,029.8 3,603.4 3,145.7 3,022.2 
Loans from private sector 3.91207 3,448.1 3,119.6 2,770.6 2,665.2 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity Oval 467.6 370.3 288.8 279.6 
Operations 

Revenues 381.2 362.7 376.6 328.7 295.3 
Net income 45.5 50.7 S16 92 4.1 


tO AL 
Funding from Canada 


Budgetary (operating and capital expenditures) 0.0 6.9 14.1 14.2 15.1 
Change in budgetary funding -100% -51% -1% -6% -1% 
Non budgetary (loans and investments) 0.0 50.0 50.0 0.0 0.0 


Payments to Canada 








Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 6.0 3.4 0.0 0.0 0.0 
EMPLOYMENT 1,085 1,066 1,014 967 954 
PERFORMANCE INDICATORS 

Productivity ratio’ - Loans Division (%) 3-5 54.4 59.4 59.6 61.9 

Cost recovery rate’ - Consulting Group (%) 78.0 61.0 58.0 56.0 5510) 

Return on average common shareholder’s equity (%) 10.2 S57 10.4 a2 hes) 


' Regular operating and administrative expenses to net interest income. 


4 


Excluding long-term accruals and transformation costs. 
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CANADA COUNCIL 


ESS SELLY ISIE LEER AT FE RS RE ea RD 


Appropriate Minister Auditor 


The Honourable Sheila Copps, P.C., M.P. Auditor General of Canada 
Minister of Canadian Heritage 
Incorporation and Status 


Chairperson 1957 by the Canada Council Act 
Jean-Louis Roux (R.S.C. 1995, c. C-2); exempt from 
Divisions I to IV of Part X of the 
Director and Financial Administration Act; not an 
Chief Executive Officer agent of Her Majesty; a charitable 
Shirley L. Thomson organization for the purposes of the 


Income Tax Act. 


Head Office 


2th Floor Mandate 
350 Albert Street . To promote the study, enjoyment and 
PO Box 1047 production of works in the arts. 
Ottawa ON 
KIPoVc 


Telephone: (613) 237-3400 
Facsimile: (613) 566-4390 
Web Site: www.canadacouncil.ca 
20 Ly IGS TN eR SN a 


Corporate Profile 


The Canada Council provides grants and services to Canadian artists and arts 
organizations in dance, interdisciplinary work and performance art, media arts, music, 
theatre, visual arts, and writing and publishing. In addition to its primary role in the arts, 
the council administers the Art Bank, endowment funds, the Killam Program of prizes 
and fellowships to scholars of exceptional ability, and offers a number of awards. 


The council is also responsible for the Canadian Commission for the United Nations 
Educational, Scientific and Cultural Organization (UNESCO), as well as for the Public 
Lending Right Commission. 


The council seeks both individually and collectively the advice of artists and arts 
professionals regarding its activities. It also co-operates closely with federal and 
provincial cultural agencies and departments. Sources of funding for the council include 
parliamentary appropriations, income from its endowment funds, and private donations 
and bequests. 
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Summary Information 
1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 


Assets - Endowment account ' 272.9 200.3 168.2 158.8 155.9 
- Special funds 0.0 66.2 515 52.6 51.0 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 179.1 232.1 186.4 174.4 Il AiNS9s 
Operations 
Revenues 1933 112.4 121.2 114.9 eye) 
Outlays on grants, services and art 103.9 88.4 88.8 als) pry 
Net income 10.2 45.7 12.0 PA | (3) 


Funding from Canada 





Budgetary (operating and capital expenditures) 114.0 ONiril 95.9 98.4 99.3 

Change in budgetary funding 25% -S% -3% -1% -8% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
a ee ee eet ee 
EMPLOYMENT 133 132 161 PG 230 


The Canadian Institute of Chartered Accountants amended the reporting recommendations for not-for-profit organizations. 
Beginning in 1997/98, the Canada Council changed its financial statement presentation from a separate disclosure of its 
Endowment account and Special funds to a combined basis. 
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CANADA DEPOSIT INSURANCE CORPORATION 


LEE TES GSS I RO TO ats SS 


Appropriate Minister Incorporation and Status 

The Honourable Paul Martin, P.C., M.P. 1967 by the Canada Deposit Insurance 

Minister of Finance Corporation Act (R.S.C. 1985, c. C-3; 
R.S.C. 1985, c. 18 (2nd Supp.); 

Chairperson S.C. 1992, c. 26); Schedule III, Part I of 

Grant L. Reuber the Financial Administration Act; an 


agent of Her Majesty. 
President and 
Chief Executive Officer Mandate 
To provide limited insurance for 
deposits with member institutions, 1.e., 
Head Office federal banks, trust and loan companies, 
and approved provincial trust and loan 


Jean Pierre Sabourin 


17th Floor ten 
: companies; to promote standards of 
50 O'Connor Street ; an. 
sound business and financial practices; 
PO Box 2340, Station D 
and to promote and contribute to the 
Ore aso stability of the Canadian financial 
K1P 5W5 


Telephone: (613) 996-2081 system. 


Facsimile: (613) 996-6095 
Web Site: www.cdic.ca 


Auditor 
Auditor General of Canada 
eee ee ee er aa AT ee | 


Corporate Profile 


The primary functions of the Canada Deposit Insurance Corporation involve insurance 
and risk management, and claims and recoveries. 


Risk management encompasses policy deployment, liaison with member organizations 
and regulators, risk assessment, return of insured deposits, by-laws and member 
interventions. 


Claims and recoveries are accomplished through assisting with interventions, asset 
management, claims and payout management, depositor correspondence and 
communication, litigation, and the supervision of agents and liquidators. 
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Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 
FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 








Total assets 883.1 847.4 1,208.9 Luan e2 2,387.6 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 401.9 865.0 1,640.1 2,174.4 Swf 

Shareholder’s equity (538.9) (1,176.2) (1,301.0) (1,747.1) (1,647.7) 
Operations 

Revenues 525 560.9 552.6 Silky 409.3 

Net income 6377.3 124.8 446.2 (99.5) 3.0 
Funding from Canada 

Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - : - 
Non budgetary (loans and investments) 0.0 100.0 250.0 350.0 1,230.0 


ee aaa Se ge 
Payments to Canada 





Loan repayments 460.0 872.0 783.0 1,341.0 1,729.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 80 88 86 87 90 
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CANADA DEVELOPMENT INVESTMENT 


CORPORATION 
MESSNER 
Appropriate Minister Incorporation and Status 
The Honourable Paul Martin, P.C., M.P. 1982 under the Canada Business 
Minister of Finance Corporations Act. Letters patent, 
May 26, 1982; Schedule IL, Part II of 
Chair person the Financial Administration Act; an 
Donald McQ. Shaver agent of Her Majesty. 
Head Office Mandate 
PO Box 71058 To manage Crown corporations and 
L’ Esplanade Laurier investments assigned to it, and to 
Ottawa ON privatize its holdings when appropriate. 
K2P 2L9 In January 1995, the government 
Telephone: (613) 943-9391 completed an assessment of the 
Facsimile: (613) 943-9390 corporation’s future role. As a result, 
the corporation’s current mandate is to 
Auditor wind down its operations by divesting 
KPMG its assets and reducing its operating 


Auditor General of Canada costs. 


Corporate Profile 


The Canada Development Investment Corporation (CDIC) manages two wholly owned 
subsidiaries: Canada Eldor Inc. and Canada Hibernia Holding Corporation. The latter 
manages the federal government’s 8.5-per-cent interest in the Hibernia Oil and Gas 
Offshore Development Project. 


A previously wholly owned subsidiary, Theratronics International Limited, was sold in 
May 1998 to MDS Inc. 


CDIC also administers outstanding issues pursuant to prior divestitures, including the sale 
of the operating assets of Eldorado Nuclear Ltd. (now Canada Eldor Inc.), Canadair 
Limited and Nordion International Inc. These issues include certain waste contingencies 
and outstanding litigation. 





Canada Development Investment Corporation 


Summary Information 


1997 1996 1995 1994 1993 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 





Total assets 119.7 124.0 140.3 126.4 181.9 
Loans from private sector 0.0 0.0 0.0 0.0 461.7 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 92.0 98.9 114.0 98.3 (318.2) 
Operations 

Revenues 1.0 4.7 5.6 6.2 14.4 
Net income (2.0) 16.2 25a) (21.8) (32.7) 


Funding from Canada 


Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding : = a s : 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 


Payments to Canada 


Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 5.0 S13 10.0 10.0 Thea 
eee 
EMPLOYMENT 0 3 3 8 9 
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CANADA LANDS COMPANY LIMITED 





Appropriate Minister Auditor 
The Honourable Alfonso Gagliano, P.C.,M.P. | Auditor General of Canada 
Minister of Public Works and Government 


Services Incorporation and Status 
2 1956 by letters patent; reorganized 
Chairperson under the Canada Business 
Jon K. Grant Corporations Act, September 19, 
1977; Certificate of Continuance under 

President and the Canada Business Corporations 
Chief Executive Officer Act, July 7, 1981; Schedule III, Part I 
Erhard Buchholz of the Financial Administration Act; 


not an agent of Her Majesty. 


Head Office 


Suite 1500 Mandate 

200 King Street West To dispose of surplus federal real 
Toronto ON properties in order to optimize value to 
MS5H 3T4 Canadian taxpayers while respecting 
Telephone: (416) 952-6100 the government’s policies with regard 
Facsimile: (416) 952-6200 to First Nations’ land claims, as well 
Web Site: www.clc.ca as environmental, official languages 


and heritage considerations. 


Corporate Profile 


In addition to its principal function of disposing of surplus federal real properties, Canada 
Lands Company Limited is responsible for managing certain key properties, including the 
former Canadian Forces Base Downsview lands in Toronto. Originally, the corporation 
focused on the marketing of the surplus property of the Canadian National Railway 
Company, which was privatized in 1995. Since then Canada Lands Company Limited has 
assumed responsibility for other federal properties across the country. 


The corporation's real estate portfolio includes the CN Tower in Toronto, which is 
currently undergoing a major revitalization program through a public/private partnership. 


Other major projects include the development of the Glenlyon Business Park in Burnaby, 
British Columbia; the planning and rezoning of Currie Barracks/Lincoln Park in Calgary; 
the completion of the redevelopment of Saint-Hubert Garrison in Saint-Hubert, Quebec; 
and the environmental remediation and subsequent development of the former railway 
shops in Moncton, New Brunswick. 
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Summary Information 
1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY (§$ million); financial year ending March 31 
Financial Position 


Total assets 418.2 403.8 394.9 0.0 0.0 
Loans from private sector 36.9 42.4 63.5 0.0 0.0 
Loans from Canada 55.8 eye! 0.9 0.0 0.0 
Shareholder’s equity 242.5 249.6 250.1 0.0 0.0 
See EEE ar 
Operations 
Revenues 187.4 226.8 78.8 0.0 0.0 
Net income eyes 10.4 0.5 0.0 0.0 
Funding from Canada 
Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding : e : : 
Non budgetary (loans and investments) 18.7 Sia 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.9 0.0 0.0 0.0 
Dividends 20.4 10.9 0.0 0.0 0.0 
EMPLOYMENT 80 325 340 0 0 


of 


: ‘@ Canada Lands Company Limited 








CANADA MORTGAGE AND HOUSING CORPORATION 


Appropriate Minister Incorporation and Status 

The Honourable Alphonso Gagliano, P.C., M.P. 1946 by the Central Mortgage and 

Minister of Public Works and Government Housing Corporation Act; amended 

Services March 16, 1979, to Canada 

Mortgage and Housing Corporation 

Chairperson Act (R.S.C. 1985, c. C-7); 

Peter R. Smith Schedule III, Part I of the Financial 
Administration Act; an agent of 

President and Her Majesty except when s.14 of its 

Chief Executive Officer Act applies. 

Mare W. Rochon Mandate 

Head Office To promote the construction of new 


houses, the repair and 


AU) Mau modernization of existing houses, 


Sania ee and the improvement of housing 
el oe 
Telephone: (613) 748-2000 aaa gL Ae ene 
Facsimile: (613) 748-2067 In 1996, the Government of Canada 
Web Site: www.cmhc-schl.ge.ca assigned to the Canada Mortgage 
and Housing Corporation a new 
Auditor mandate in the areas of housing 
Mallette Maheu (Associated with finance, assisted housing, housing 
Arthur Andersen) export promotion, and research and 
Auditor General of Canada information transfer. 


Corporate Profile 


The Canada Mortgage and Housing Corporation (CMHC) accomplishes its mandate 
through activities in three business components: 


Within the Corporate Account, the corporation manages a portfolio of loans and 
investments under the provisions of the National Housing Act, develops and sells land 
holdings, and provides housing-related services. Funding is provided by borrowings from 
the private sector and in the past was provided by the Government of Canada. 


The Minister’s Account administers subsidized housing programs under the provisions 
of the National Housing Act. CMHC is reimbursed for contributions and related 
operating expenses through parliamentary appropriations of almost $1.9 billion per year. 
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About 90 per cent of the contributions are committed for some 35 years to subsidize 
social housing programs. 


The Insurance and Guarantee Funds are administered by the corporation under the 
provisions of the National Housing Act. The Mortgage Insurance Fund provides 
insurance against borrower default on residential mortgage loans. The Mortgage-backed 
Securities Guarantee Fund guarantees timely payment of the principal and interest for 
investors of securities based on insured mortgages. 


Summary Information 


1997 1996 1995 1994 1993 


FINANCIAL SUMMARY (§ million); financial year ending December 31 
Corporate Account 
Financial Position 











Total assets 16,566.0 15,098.0 13,849.4 11,768.9 10,013.6 
Loans from private sector 9,304.0 7,605.4 5,999.8 3,444.7 1,345.2 
Loans from Canada 6,848.0 TAI Mtoe) eelersy T9722 8,306.1 
Shareholder’s equity 40.0 28.6 35:1 43.7 50.0 
Operations 

Revenues 1,238.0 1,146.3 1,035.6 877.5 800.2 
Net income 11.0 (6.6) (8.6) (6.3) 5.6 
Funding from Canada 

Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - - = 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 263.4 
Payments to Canada 

Loan repayments 257.0 409.9 447.4 334.2 453.6 
Dividends 0.0 0.0 0.0 0.0 5.6 





Minister’s Account 


Operations 

Expenditures 1,900.0 1,944.6 2,001.9 1,868.0 1,935.0 
Budgetary appropriations 1,991.0 1,968.1 1O5225 1,879.6 1,899.6 
Change in budgetary funding 1% 1% 4% -1% 0% 
Due from the Minister 187.0 278.1 301.6 2523 264.0 


Insurance and Guarantee Funds 
Financial Position 


Total assets 3,979.0 2,548.2 2,317.8 2,093.1 1,844.2 

Shareholder’s equity 37.0 47.6 44.0 (48.8) 38.4 

Operations 

Revenues 665.0 557.0 544.9 432.0 436.5 

Net income (11.0) 16.6 92.8 (87.2) (56.9) 
EMPLOYMENT 2,366 2,565 2,824 3,032 PLAS 
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CANADA PENSION PLAN INVESTMENT BOARD 


Appropriate Minister Incorporation and Status 
The Honourable Paul Martin, P.C., M.P. 1998 by the Canada Pension Plan 
Minister of Finance Investment Board Act (S.C. 1997, 

c. 40); exempt from Divisions I to IV of 
Chairperson Part X of the Financial Administration 
Gail Cook-Bennett Act; not an agent of Her Majesty. 
President and Mandate 
Chief Executive Officer To manage prudently and 
(Vacant) professionally in the best interests of 


contributors and beneficiaries, with a 
Head Office view to achieving a maximum rate of 
return without undue risk of loss, funds 


4 transferred to the board from the 
Auditor Canada Pension Plan Account. 
n/a 


Corporate Profile 


Legislation to create the Canada Pension Plan Investment Board (CPPIB) was passed by 
Parliament in December 1997 and came into effect on April 1, 1998. The CPPIB will be 
responsible for prudently investing Canada Pension Plan funds transferred to it in a 
diversified portfolio of securities in the best interests of plan members. The CPPIB will 
operate at arm’s length from government under an independent board of directors, 
appointed by the Governor in Council on the recommendation of the Minister of Finance, 
in consultation with his counterparts from participating provinces. The board will hire 
professional asset managers to make day-to-day investment decisions at arm’s length 
from governments. 


The CPPIB will be accountable to the public and governments, and will report its 
investment results regularly. For example, the board will make its investment and other 
policies public; release quarterly financial statements; publish an annual report for tabling 
in Parliament; and hold public meetings in each participating province at least every two 
years. 
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It has been estimated that assets under the board’s management could total between 
$60 billion and $80 billion by 2007. Funds are expected to begin flowing to the CPPIB 
early in 1999. 


CPPIB’s financial data are not available since its operations had not commenced as of 
July 31, 1998. 
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CANADA PORTS CORPORATION 


Appropriate Minister Auditor 
The Honourable David Collenette, P.C., M.P. Raymond, Chabot, Martin, Paré 
Minister of Transport 

Incorporation and Status 


Chairperson 1983 by the National Harbours Board 
Carole Taylor Aci (RSC. 10700 Naess). 
reconstituted by the Canada Ports 
President and Corporation Act (R.S.C. 1985, c. C-9); 
Chief Executive Officer Schedule III, Part II of the Financial 
James Andrew Lynes Administration Act; an agent of 
Her Majesty. 
Head Office 
Place de Ville, Tower C Mandate 
20th Floor To administer, manage and control 
330 Sparks Street Canadian harbours and any other 
Ottawa ON harbour, work or property of Canada 
K1A ON6 transferred by the Governor in Council. 


Telephone: (613) 957-6700 
Facsimile: (613) 996-9629 
«SED pee aN a 


Corporate Profile 


Canada Ports Corporation co-ordinates the national port activities of seven autonomous 
local port corporations, which appear separately in this report. It has direct responsibility 
for operating six non-corporate divisional ports and has a wholly owned subsidiary, 
Ridley Terminals Inc., which is a bulk handling terminal at Prince Rupert. In addition, the 
corporation administers the Interport Loan Fund to provide an alternative source of 
financing for financially viable projects. 


Under the Canada Marine Act, which received Royal Assent on June 11, 1998, Canada 
Ports Corporation will be dissolved. Its assets will devolve to the Crown under the 
administration of the Minister of Transport. Ridley Terminals Inc. will become a parent 
Crown corporation subject to Part X of the Financial Administration Act. 


The Canada Marine Act also provides that the local port corporations will become 
Canada Port Authorities. These entities will be non-share-capital, shared-governance 
corporations with municipalities and provinces each appointing a member to the board of 
directors, and port users recommending the majority. 
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In September 1997, Canada Ports Corporation 
ceased to operate the Port of Churchill. The 
Hudson Bay Port Company took possession of the 
major facilities and a waterlot at the port. The 
remaining property and subsisting obligations 
including administration, management and control 
of the harbour, were passed to Transport Canada. 





PORTS CANADA SYSTEM 


Divisional Ports: 

Port of Belledune 

Port Colborne 

Port of Prescott 

Port Saguenay/Baie des Ha! Ha! 
Port of Sept-iles 

Port of Trois Riviéres 
Subsidiary: 

Ridley Terminals Inc. 

Local Port Corportions: 
Halifax Port Corporation 
Montreal Port Corporation 

Port of Quebec Corporation 
Prince Rupert Port Corporation 
Saint John Port Corporation 

St. John's Port Corporation ; 
Vancouver Port Corporation 1 




















Summary Information 
1997 1996 1995 1994 1993 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 








Total assets 287.9 PNAS 264.7 249.6 247.0 
Loans from private sector 168.1 171.4 179.4 185.5 196.0 
Loans from Canada 0.3 0.4 0.4 0.5 0.5 
Shareholder’s equity 21.6 1IP25I 32 (9.0) (16.1) 
Operations 
Revenues 62.8 64.0 62.6 64.3 58.0 
Net income 8.8 32 9.8 See) 10.5 
Funding from Canada 
Budgetary (operating and capital expenditures) (0.5) 1.0 0.0 0.0 0.0 
Change in budgetary funding -150% - - - -100% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments Ox 0.1 0.1 0.1 0.1 
Dividends 0.4 0.3 0.2 0.2 0.1 
EMPLOYMENT 197 253 253 280 281 
PERFORMANCE INDICATORS 
Total port cargo (million tonnes) 193 185 185 185 166 
Operating revenue/tonne ($) 12 1.2 eZ 12. il? 
Debt : equity ratio 44.6 47.5 47.5 43.6 44.6 
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CANADA POST CORPORATION 


Appropriate Minister Incorporation and Status 
The Honourable Alfonso Gagliano, P.C.,M.P. 1981 by the Canada Post Corporation 
Minister of Public Works and Government Act (R.S.C. 1985, c. C-10); 
Services Schedule HI, Part II of the Financial 
Administration Act; an agent of 
Chairperson Her Majesty. 
The Honourable André Ouellet, P.C. 
Mandate 
President and To operate Canada’s postal service on a 
Chief Executive Officer self-sustaining basis with a standard of 


service that meets the needs of 
Canadians. The corporation also has a 
Head Office 75-per-cent interest in PCL Courier 
Holdings Inc., which owns all of the 
shares of Purolator Courier. 


Georges C. Clermont 


Canada Post Place 
2701 Riverside Drive 


Ottawa ON The federal government compensates 
K1A OB1 Canada Post for postal services that are 
Telephone: (613) 734-8440 provided at less than cost pursuant to 
Facsimile: (613) 734-6022 government measures to support the 
Web Site: www.canadapost.ca publishing industry and other programs, 
www.postecanada.ca such as northern parcel mail, 
parliamentary free mail and blind 
Auditor persons’ free mail. 
Deloitte & Touche 


Corporate Profile 


In 1997/98, Canada Post Corporation delivered 9.1 billion messages and parcels to 
12.7 million Canadian addresses. These materials were processed through a network of 
22 major plants and other facilities. Postal services are available to customers through 
nearly 20,000 retail points of access. 


The corporation provides a number of distribution services including Priority Courier, 
Xpresspost, Expedited and Regular Parcels. It also sells philatelic products. Through its 
international consulting subsidiary, Canada Post Systems Management Ltd., the 
corporation markets its expertise to postal administrations throughout the world. 
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Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY (§ million); financial year ending March 31 
Financial Position 











Total assets 2,919.0 2,725.8 2,515.4 2,564.6 2,612.8 
Loans from private sector 171.0 175.6 199.0 199.0 199.0 
Loans from Canada 80.0 80.0 80.0 80.0 80.0 
Shareholder’s equity S520 1,128.7 1,026.2 998.0 1,066.9 
Operations 

Revenues 5,088.0 5,103.1 4,953.5 4,748.0 4,115.6 
Net income 36.0 TES 28.2 (68.9) (270.4) 
Funding from Canada 

Budgetary (operating and capital expenditures) 14.0 14.0 14.0 14.0 14.0 
Change in budgetary funding 0% 0% 0% O% O% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 


ee eee 
Payments to Canada 





Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 10.0 10.0 0.0 0.0 0.0 
EMPLOYMENT 43,064 43,831 44,107 43,871 43,699 





PERFORMANCE INDICATORS 


Service performance 


Same major urban centre (%) 96.0 96.0 97.0 97.0 98.0 
Same province (%) 96.0 97.0 97.0 97.0 98.0 
Different provinces (%) 96.0 96.0 97.0 97.0 98.0 
Customer satisfaction index (%) 65.0 60.0 60.0 57.0 n/a 
Employee satisfaction index (%) 53.0 53.0 52.0 54.0 n/a 
Profitability 
Return on equity (%) 3:2 10.4 2.8 (6.7) (22.5) 
Return on capital (%) 2.6 8.3 TD) (5.3) (1922) 
Operating profit margin (%) 1.0 2.6 1.3 (0.8) 0.6 
Dividend payout ratio (%) n/a 8.9 B57) 0.0 0.0 
Total volume (in millions of pieces) 9,236 10,855 11,763 ileeygis) 10,910 * 
Per-cent (decrease) increase (14.9) (7.7) 1.6 6.1 48 
Retail points of access 19,865 21,003 18,547 18,567 18,738 
Per-cent (decrease) increase (5.4) 13.2 (0.1) (0.9) 0.5 
Points of delivery ( in thousands) 12,747 12,595 12,468 12,344 12,162 
Per-cent increase 1h) 1.0 1.0 IES) 1.9 
Pick-up points (in thousands) 909 908 900. 884 870 
Per-cent increase 0.1 0.9 1.8 1.6 1.6 


' Dividends for 1997/98 may be declared and paid in 1998/99. 


Figures for 1993/94 include the results of PCL Courier Holdings Inc. from November 26, 1993, the effective date on which the 
corporation acquired a controlling interest. 
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CANADIAN BROADCASTING CORPORATION 


Appropriate Minister 


The Honourable Sheila Copps, P.C., M.P. 


Minister of Canadian Heritage 


Chairperson 
Guylaine Saucier 


President and 
Chief Executive Officer 


The Honourable Perrin Beatty, P.C. 


Head Office 

250 Lanark Avenue 

PO Box 3220, Station C 
Ottawa ON 

K1Y 1E4 

Telephone: (613) 724-5721 
Web Site: cbc.radio-canada.ca 


Auditor 


Auditor General of Canada 


Corporate Profile 


Incorporation and Status 


Established by the 1936 Canadian 
Broadcasting Act and continued by the 
1958, 1968 and 1991 Broadcasting Acts 
(R.S.C. 1991, c. 11); exempt from 
Divisions I to IV of Part X of the 
Financial Administration Act; an agent 
of Her Majesty. 


Mandate 


As Canada’s national public 
broadcaster, the corporation’s mission 
is to inform, entertain and enlighten; to 
contribute to the development of shared 
national consciousness and identity; to 
reflect the regional and cultural 
diversity of Canada; and to contribute 
to the development of Canadian talent 
and culture. 


The Canadian Broadcasting Corporation (CBC) produces, procures and distributes 
Canadian programming in English, French and a number of Aboriginal languages. It also 
offers a selection of programs from around the world. Its services include: 


* two main television networks, one English and one French, that offer general and 


special interest programs; 


¢ four main radio networks, two English and two French, that offer information and 
general interest programs as well as classical music, jazz and cultural programs; 


¢ — two all-news and information television networks that are entirely financed by cable 
subscriptions and advertising revenue. The English network is called CBC 
Newsworld, and the French one is called Le Réseau de |’ information (RDI); 


* radio and television services to the North in English, French and eight Aboriginal 


languages; and 
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- a digital pay audio service offering 30 continuous music channels 24 hours per day 
without talk or commercials. 


On behalf of the Government of Canada, the CBC also provides an international 
shortwave radio service, Radio Canada International, which broadcasts programs in seven 
languages. 


CBC's programs are distributed via satellite in combination with microwave and landline. 
feeding 93 CBC owned stations, 1,165 CBC rebroadcasters, 28 private affiliated stations 
and 291 affiliated or community-owned rebroadcasters and stations. 


Summary Information 
1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 


Total assets folsal 1,664.7 1,696.7 1,613.0 1,582.0 
Loans from private sector 389.2 405.1 411.9 433.6 435.3 
Loans from Canada 0.0 0.0 0.0 0.0 33.0 
Shareholder’s equity’ (65.4) 758.0 680.2 738.6 756.8 
Operations 
Revenues” 1,378.8 1,138.0 1,258.4 1,362.6 1,329.1] 
Net income (3955) (23.0) (159.8) (193.7) (152.4) 
Funding from Canada 
Budgetary (operating and capital expenditures) 806.5 997A 1,170.7 1,126.9 1,089.5 
Change in budgetary funding -19% -15% 4% 3% -2% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 33.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
ee ee ee ee ee 
EMPLOYMENT 6,728 Tesi 8,181 9,015 9,117 


PERFORMANCE INDICATORS 
Canadian content, CBC English Television (%) 


Full day 74.0 65.0 
Prime time (7 to 11 p.m.) 91.0 88.0 
Audience share, prime time (%) 
CBC English Television 10.8 11.3 
Radio-Canada, among francophones 25.8 26.1 


In order to conform to the Canadian Institute of Chartered Accountants Public Sector Accounting and Auditing Board Exposure 
Draft on Accounting for Government Assistance, capital funding received from the Government of Canada is now deferred and 
amortized on the same basis and over the same periods as the related assets. This has resulted, temporarily, in a negative balance for 


shareholder’s equity. 


tv 


Revenues for 1997/98 are now disclosed on a gross basis to more fully reflect the extent of the corporation’s activities, whereas 
certain expenses were netted against related revenues in the past. 
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CANADIAN COMMERCIAL CORPORATION 


SRN EOS Pa EE 


Appropriate Minister Incorporation and Status 

The Honourable Sergio Marchi, P.C., M.P. 1946 by the Canadian Commercial 

Minister for International Trade Corporation Act (R.S.C. 1985, c. C-14); 
Schedule III, Part I of the Financial 

Chairperson and President Administration Act; an agent of 

Robert G. Wright Her Majesty. 

Head Office Mandate 

Metropolitan Centre To assist in the development of trade 

Suite 1100 between Canada and other nations by 

50 O’Connor Street facilitating sales to foreign governments 

Ottawa ON and international agencies as well as 

K1A 0S6 other approved buyers on behalf of 

Telephone: (613) 996-0034 Canadian suppliers. 


Facsimile: (613) 992-2121 
Web Site: www.ccc.ca 


Auditor 


Auditor General of Canada 
LEE LL LL a 


Corporate Profile 


The Canadian Commercial Corporation (CCC) helps Canadian exporters to win contracts 
in foreign markets, primarily with those of foreign governments and international 
organizations. Foreign buyers dealing through CCC receive a government-backed 
guarantee of contract completion. 


As part of Canada's trade team, the corporation’s activities complement the export 
financing and insuring services of the Export Development Corporation, as well as the 
market intelligence and promotional activities of federal departments and agencies. 


As the export contracting arm of the federal government, CCC: 


- gains access for Canadian exporters to the U.S. defence and space markets through 
formal agreements signed by the Government of Canada; 


- acts as a prime contractor in the sale of Canadian goods and services at the request of 
Canadian exporters and their foreign customers, 
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- identifies business opportunities, particularly with the U.S. government, and passes 
them on to Canadian firms that are registered with CCC and capable of meeting the 
client’s requirements; and 


* provides assistance and expertise in other areas such as pre-shipment financing, 
contract risk analysis, management services and contract arbitration. 


Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY (§ million); financial year ending March 31 
Financial Position 





Total assets 307.1 250.5 312.8 384.3 390.6 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity AES 73) 16.6 18.3 17.0 
Operations 

Revenues 956.8 907.5 974.6 879.2 882.1 
Net income 0.3 0.6 (1.7) tes) Lee 


Funding from Canada 


Budgetary (operating and capital expenditures) 10.7 10.9 11.8 1372 13.8 

Change in budgetary funding -2% -1% -10% -4% 2% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 85 90 84 81 81 
PERFORMANCE INDICATOR 

Number of suppliers doing business with CCC 1,759 1,310 1,050 
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CANADIAN DAIRY COMMISSION 


ATER ea a a 


Appropriate Minister Auditor 


The Honourable Lyle Vanclief, P.C., M.P. Auditor General of Canada 
Minister of Agriculture and Agri-Food 
Incorporation and Status 


Chairperson and Chief 1966 by the Canadian Dairy 

Executive Officer Commission Act (R.S.C. 1985, c. C-15) 

Guy Jacob (S.C. 1994, c. 26 and c. 38) (S.C. 1995, 
¢. 23); Schedule III, Part I of the 

Head Office Financial Administration Act; an agent 

Carling Executive Park of Her Majesty. 

Suite 300 

1525 Carling Avenue Mandate 

Ottawa ON To give milk and cream producers the 

K1A 022 opportunity to get a fair return for their 

Telephone: (613) 792-2000 labour and investment while giving 

Facsimile: (613) 998-4492 consumers a continuous and adequate 

Web Site: www.cdc.ca supply of high quality dairy products. 


PDL ED PELL a 


Corporate Profile 


The Canadian Dairy Commission has the authority to purchase, store, process or sell 
dairy products; to make payments to milk and cream producers for the purpose of 
stabilizing the price of industrial milk and cream; to investigate matters relating to the 
production, processing or marketing of any dairy product; and to help promote the use of 
dairy products. 


The commission advises the Minister of Agriculture and Agri-Food on matters relating to 
dairy policy and determines domestic requirements for industrial milk and cream for 
purposes of establishing Market Sharing Quota. It also establishes the target price for 
industrial milk, sets support prices for butter and skim milk powder, and offers to 
purchase products at these prices. 


Since August 1, 1995, the commission has administered a new special milk class pricing 
and pooling system on behalf of the dairy industry. This has eliminated the need for the 
commission to make assistance payments to processors and exporters of dairy products. 


Through its research and advisory functions, as well as its facilitative efforts on behalf of 
the Canadian Milk Supply Management Committee, the commission helps to build the 
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consensus among industry players and governments that underlies the orderly marketing 
of dairy products in Canada. 


Summary Information 


1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY (§$ million); financial year ending July 31 
Financial Position 


Total assets 178.0 158.6 189.3 176.4 171.0 
Loans from private sector 24.3 37.0 68.7 SM) ae? 
Loans from Canada 103.4 TSS 69.3 68.1 58.4 
Shareholder’s equity 0.0 0.0 0.0 0.0 0.0 
SS Se ee ee eee ee 
Operations 
Revenues ZOO 303.1 214.8 186.0 163.9 
Net income (3.1) 12.4 33:3 13S 29.1 
Funding from Canada 
Budgetary (operating and capital expenditures) 153.2 187.6 224.7 226.1 242.6 
Change in budgetary funding -18% -16% -1% -71% 0% 
Non budgetary (loans and investments) 234.1 307.4 274.0 226.2 167.3 
Payments to Canada 
Loan repayments 206.0 301.5 272.8 216.5 259.7 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 62 62 57 ie 58 
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CANADIAN FILM DEVELOPMENT CORPORATION 


EF SEPA gai a a BR Oe 


Appropriate Minister Auditor 


The Honourable Sheila Copps, P.C., M.P. Auditor General of Canada 
Minister of Canadian Heritage 
Incorporation and Status 


Chairperson 1967 by the Canadian Film 
Laurier LaPierre Development Corporation Act 
(R.S.C. 1985, c. C-16); exempt from 
Acting Executive Director Divisions I to IV of Part X of the 
Peter Katadotis Financial Administration Act; an agent 
of Her Majesty. 
Head Office 
Tour de la Banque Nationale Mandate 
14th Floor To foster and promote an independent 
600 de La Gauchetiére Street West film and television production industry 
Montreal QC in Canada. 
H3B 4L2 


Telephone: (514) 283-6363 
Facsimile: (514) 283-8212 
Web Site: www.telefilm.gc.ca 
QS LL LL a 


Corporate Profile 


The Canadian Film Development Corporation (Telefilm) provides financial assistance for 
the development, production and distribution of Canadian motion pictures, television 
programs and multimedia products. During the period in review, it accomplished this 
through the following funds and programs: 


- Equity Investment Program of the Canadian Television Fund; 
¢« Feature Film Fund; 

« Commercial Production Fund; 

« Production Revenue Sharing Program; 

¢ Multimedia Investment Fund; 

« Feature Film Distribution Fund; 

« Distribution Commercial Fund; 


« Distribution Revenue Sharing Program; 
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* Canadian Production Marketing Assistance Fund (national and international 
components); 


- Versioning Assistance Fund; 

¢ Canadian Film and Video Festivals Grants Fund; 

¢ Canadian Participation in International Film Events; 
* Loan Guarantee Program: 

- Industrial and Professional Development Fund; and 
- 44 co-production treaties with 52 countries. 


The Equity Investment Program of the Canadian Television Fund, for which the 
Canadian Film Development Corporation administers the Equity Investment Program, is 
the principal tool for providing leverage for the Canadian television industry. The 
corporation’s commitments through this program and the Feature Film Fund represent 
90 per cent of its total production and development activities. 


Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY (§$ million); financial year ending March 31 
Financial Position 





Total assets Sills} OAS) 47.8 49.0 392 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 38.7 Sill 35.6 38.8 28.4 
Operations 

Revenues 1.0 0.6 0.7 0.6 0.9 
Net income (150.4) (136.4) C2.) (112.0) (118.3) 
Funding from Canada 

Budgetary (operating and capital expenditures) 81.1 92.4 109.0 D2 132.4 
Change in budgetary funding -12% -15% -11% -8% -8% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 


Payments to Canada 


Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 8.5 
a nee a a a a ee SE Ss ee EE ee ee, 
EMPLOYMENT 140 130 148 166 178 
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CANADIAN MUSEUM OF CIVILIZATION 


CORPORATION 

Pe | 
Appropriate Minister Auditor 
The Honourable Sheila Copps, P.C., M.P. Auditor General of Canada 


Minister of Canadian Heritage 
Incorporation and Status 


Chairperson 1990 by the Museums Act (S.C. 1990, 
Adrienne Clarkson c.3); Schedule II, Part I of the 
Financial Administration Act; an agent 
President and of Her Majesty. 
Chief Executive Officer 
George F. MacDonald Mandate 
To increase interest in, knowledge of, 
Head Office and appreciation for human cultural 
[O0sleanriesitect achievements and behaviour throughout 
PO Box 3 100, Station B Canada and internationally. This 
Hull QC involves establishing, for research and 
J8X 4H2 posterity, a collection of objects of 
Telephone: (819) 776-7116 historical or cultural interest with 
Facsimile: (819) 776-7122 special but not exclusive reference to 


Web Site: www.civilization.ca Canada. 


SST ALLE 


Corporate Profile 


The Canadian Museum of Civilization Corporation comprises the Canadian Museum of 
Civilization — Canada’s national repository of social and cultural history — and its affiliate 
museums. The affiliates are the Canadian War Museum — a national museum of military 
history — and the Museum of New France which is an entirely virtual museum. In 
addition to producing on-site and travelling exhibits, the corporation carries on extensive 
book and electronic media publishing activities. Other products include IMAX® films, 
lectures and special events. 


Through its Canadian Children’s Museum programming, the corporation offers 
educational exhibits and other activities. The new Canadian Postal Museum opened in 
June 1997. Its exhibits are situated within the Canadian Museum of Civilization complex. 
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Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY (§$ million); financial year ending March 31 
Financial Position 





Total assets 31.6 B13 30.6 30.5 25:2 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 20.6 16.4 17.6 15.6 13a7) 

Operations 

Revenues 8.8 8.7 o3 79 TA 

Net income (45.3) (45.4) (44.2) (48.2) (40.3) 
Funding from Canada 

Budgetary (operating and capital expenditures) 46.7 44.2 46.2 50.1 39.6 
Change in budgetary funding 6% -4% -8% 27% 1% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 


5 I ee SE 


Payments to Canada 


Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
Se ea 
EMPLOYMENT 490 510 534 466 1/5) 
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CANADIAN MUSEUM OF NATURE 


REA oe TNS LE REAL PSG SH 


Appropriate Minister Auditor 


The Honourable Sheila Copps, P.C., M.P. Auditor General of Canada 
Minister of Canadian Heritage 
Incorporation and Status 


Chairperson 1990 by the Museums Act (S.C. 1990, 
Frank Ling c. 3); Schedule III, Part I of the 
Financial Administration Act; an agent 
President and of Her Majesty. 
Chief Executive Officer 
Joanne DiCosimo Mandate 
To increase interest in, knowledge of, 
Head Office and appreciation and respect for the 
Victoria Memorial Museum Building natural world throughout Canada and 
240 Metcalfe Street internationally. This involves 
PO Box 3443, Station D establishing, for research and posterity, 
Ottawa ON a collection of natural history objects 
K1P 6P4 with special but not exclusive reference 
Telephone: (613) 566-4700 to Canada. 


Facsimile: (613) 364-4020 
Web Site: www.nature.ca 
ee eee eee Ar MRE Re a RE 


Corporate Profile 


The Canadian Museum of Nature conducts research and publishes scientific articles. The 
corporation also acquires and maintains collections of a wide variety of animals and 
minerals. 


The Museum educates the public through programs that are targeted at families with 
young children. These educational products include a variety of interactive and 
multimedia exhibits, lectures, broadcasts and a Web site. 


In 1997/98, the corporation’s new facility, the Natural Heritage Building in Aylmer, 
Quebec, was inaugurated. Activities and collections from 12 different sites have been 
consolidated in the new site. 
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Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 


Total assets 44.4 55.9 20.5 19.2 7.9 
Loans from private sector 34.0 37.4 0.0 0.0 0.0 
Loans from Canada 1G) 0.0 0.0 0.0 0.0 
Shareholder’s equity 4.] 6.1 5.6 4.2 23 

FS 
Operations 


Revenues 1.9 4.4 yp) 
Net income (25.0) (27.8) (25 


Funding from Canada 


Budgetary (operating and capital expenditures) 22.9 PHAM 27.0 27.4 19.8 
Change in budgetary funding -15% O% -2% 39% 4% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 


Payments to Canada 


Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
Ee ee eee ee 
EMPLOYMENT 150 193 240 241 216 


Canadian Museum of Nature Viv6 











CANADIAN RACE RELATIONS FOUNDATION 


Rage ee A ee 


Appropriate Minister Auditor 


The Honourable Sheila Copps, P.C., M.P. Hilborn Ellis Grant 
Minister of Canadian Heritage 
Incorporation and Status 


Chairperson 1990 under the Canadian Race 

The Honourable Lincoln Alexander, P.C. Relations Foundation Act; exempt from 
Part X of the Financial Administration 

Executive Director Act; not an agent of Her Majesty; a 

Moy Tam charitable organization for the purposes 


of the Income Tax Act. 


Head Office 


Suite 1305 Mandate 

4900 Yonge Street To facilitate, throughout Canada, the 
North York ON development, sharing and application of 
M2N 6A4 knowledge and expertise to contribute 
Telephone: (416) 952-3500 to the elimination of racism and all 
Facsimile: (416) 952-3326 other forms of racial discrimination in 
Web site: www.crr.ca Canadian society. 


SESE STS A a 


Corporate Profile 
The Canadian Race Relations Foundation pursues activities in the three following areas: 


Public education: The foundation’s efforts are aimed at combating racism and 
reinforcing the positive contributions of racial minorities in Canadian society. 


Action-oriented research: The foundation awards contracts for research on issues such 
as systemic racism in education, systemic racism in employment, public attitudes, race 
relations training and the development of standards. 


Information, resource development and networking: This involves sharing of 
information and development of resources through conferences and workshops, annotated 
bibliographies, resource guides and the foundation’s Web site. 


When the foundation was created in October 1996 upon proclamation of its Act, it 
received a one-time endowment of $24 million from the federal government. The 
foundation operates on income derived from investments, donations and fundraising 
efforts. The Department of Canadian Heritage provided start-up funds for fiscal years 
1996/97 and 1997/98. 
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Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 


Total assets 26.5 25.8 n/a n/a n/a 
Loans from private sector 0.0 0.0 n/a n/a n/a 
Loans from Canada 0.0 0.0 n/a n/a n/a 
Shareholder’s equity 25.9 24.4 n/a n/a n/a 
Operations 

Revenues Da 0.5 n/a n/a n/a 
Net income ies) 0.4 n/a n/a n/a 
Funding from Canada 

Budgetary (operating and capital expenditures) 0.0 24.0 n/a n/a n/a 
Change in budgetary funding -100% n/a n/a n/a n/a 
Non budgetary (loans and investments) 0.0 0.0 n/a n/a n/a 


Payments to Canada 


Loan repayments 0.0 0.0 n/a n/a n/a 
Dividends 0.0 0.0 n/a n/a n/a 
a I a ee ee 
EMPLOYMENT 5 0 n/a n/a n/a 
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CANADIAN WHEAT BOARD, THE 


LES TY ea Se a 


Appropriate Auditor Minister Auditor 


The Honourable Ralph Goodale, P.C., M.P. Deloitte & Touche 
Minister of Natural Resources and Minister 
Responsible for The Canadian Wheat Board Incorporation and Status 


1935 by the Canadian Wheat Board Act 


Chief Commissioner (R.S.C. 1985, c. C-24); exempt from 

Lorne F. Hehn Divisions I to IV of Part X of the 
Financial Administration Act; an agent 

Head Office of Her Majesty. 

423 Main Street 

PO Box 816 Mandate 

Winnipeg MB To market wheat and barley grown in 

R3@2P5 Western Canada in the best interests of 

Telephone: (204) 983-0239 Western Canada’s grain producers; and 

Facsimile: (204) 983-3841 to administer the Prairie Grain 

Web site: www.cwb.ca Advance Payments Act. 


ae eee ee ES EN ee | 


Corporate Profile 


The Canadian Wheat Board (CWB) markets wheat and barley on behalf of 110,000 
producers in Western Canada. It is responsible for all domestic sales for human 
consumption and export sales of wheat and barley grown in the Prairie provinces and 
British Columbia. It markets these grains in Canada as well as to more than 70 countries 
around the world with the objective of attaining the best possible price. By acting as a 
seller, banker and shipper, the CWB is actively involved in all facets of the grain 
industry. 


The corporation’s sales revenues belong to the producers. Therefore, all proceeds from 
sales, less marketing and administrative costs, are returned to the producers. 


The amendments to the Canadian Wheat Board Act, which received Royal Assent on 
June 11, 1998, will change the CWB from a parent Crown corporation to a 
shared-governance corporation with farmers electing a majority of the board of directors. 


On August 25, 1998, the CWB announced that KPMG had been hired as election 
co-ordinator for the upcoming election of the 10 farmer members to the CWB board. 
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Summary Information 


1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY (§ million); financial year ending July 31 
Financial Position 


Total assets 8,424.9 8,281.2 8,043.3 8,858.6 8,651.1 
Loans from private sector 7,605.1 7,619.0 7,144.0 7,777.4 7,645.7 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 0.0 0.0 0.0 0.0 0.0 
OE eee eee 
Operations 
Revenues 6,195.4 5,910.0 4,525.5 3,873.4 4,428.1 
Net income! 0.0 0.0 0.0 0.0 0.0 
Funding from Canada 
Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - - -100% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 


Se ee 


Payments to Canada 





Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 495 454 452 464 453 





The CWB’s policy is to record net income as zero to reflect the fact that all proceeds from sales, less marketing costs, are passed 
back to farmers. 
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CAPE BRETON DEVELOPMENT CORPORATION 


Appropriate Minister 


The Honourable Ralph Goodale, P.C., M.P. 
Minister of Natural Resources and Minister 
Responsible for The Canadian Wheat Board 


Chairperson 
Joseph Shannon 


President and 
Chief Executive Officer 
George White 


Head Office 


95 Union Street 

PO Box 2500 

Sydney NS 

B1P 6K9 

Telephone: (902) 842-2600 
Facsimile: (902) 842-2589 


Auditor 


Auditor General of Canada 


Incorporation and Status 
1967 by the Cape Breton Development 
Corporation Act, (R.S.C. 1985, 

c. C-25); Schedule II, Part I of the 
Financial Administration Act; an agent 
of Her Majesty. 


Mandate 


To reorganize and rehabilitate the coal 
industry on Cape Breton Island. The 
goal of the corporation is to operate 
safe and commercially viable coal 
mines that are dependable supplies of 
quality coal and related energy 
products. 


Corporate Profile 


The Cape Breton Development Corporation is the largest coal producer in Eastern 
Canada. It operates the Prince Colliery and the Phalen Colliery on Cape Breton Island, as 
well as fully integrated support facilities for the preparation and distribution of coal to 


Canadian and international markets. 
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Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 


Total assets 219.4 252.6 259.5 367.0 379.9 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 

Loans from Canada 65.6 43.5 15.0 5.0 5.0 

Shareholder’s equity (152.4) 78.4 65.0 272.4 267.7 

‘ 

Operations 

Revenues 167.9 167.3 188.4 235.4 231.8 

Net income (187.2) (30.1) (207.4) (20.7) (19.3) 

Funding from Canada 

Budgetary (operating and capital expenditures) 22m 43.5 0.0 25.4 38.5 

Change in budgetary funding -49% - -100% -34% 24% 

Non budgetary (loans and investments) 0.0 0.0 10.0 0.0 5.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
ee 
EMPLOYMENT 1,738 1,894 2,091 2,203 2,279 
en 


PERFORMANCE INDICATORS 


Saleable production 
Tonnes (000’s) 2,358.0 2,437.0 2,607.0 3,116.0 3,244.0 
Output/manshift (tonnes) 9.3 8.9 10.0 10.6 10.8 
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DEFENCE CONSTRUCTION (1951) LIMITED 


ESOS Lge TR 


Appropriate Minister Auditor 


The Honourable Alfonso Gagliano, P.C.,M.P. Auditor General of Canada 
Minister of Public Works and Government 


Services Incorporation and Status 
: 1951 by the Defence Production Act 

Chairperson (R.S.C. 1985, c. D-1); continued under 

Reginald W. Lewis the Canada Business Corporations Act, 
November 21, 1978; Schedule III, Part I 

President and of the Financial Administration Act; an 

Chief Executive Officer agent of Her Majesty. 

Ross Nicholls mandate 

Head Office To provide contracting, contract 

Pine odenaile . management and environmental project 

Tower B. 17th Floor management services to assist with the 

lioiKentStrect delivery of the construction program of 

OHawaON National Defence. As owner and design 

K1A 0K3 authority, National Defence provides the 

Telephone: (613) 998-9548 corporation with the necessary land and 

Facsimile: (613) 998-1061 funding, as well as complete drawings 


E-mail: dccho@smtp.gc.ca and specifications. 


ee eT Le 


Corporate Profile 
Defence Construction (1951) Limited provides service in the following areas: 


Architectural/engineering consultant contracting and contract administration: 
These functions include proposal call and evaluation, selection of pre-qualified 
consultants and the management of consultant services. 


Construction contracting: This includes public advertising, document preparation and 
distribution to bidders, analysis of tenders and awarding of contracts. 


Construction contract management: The corporation is responsible for tasks such as 
site supervision and inspection, specialized technical support, as well as planning, 
scheduling and cost control. 
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Environmental services: The corporation provides environmental Support services for 
contaminated site assessments and investigations. It also manages northern military site 
clean-up projects and provides environmental management system support. 


The period in review was the first fiscal year of the corporation’s new service billing 
system. With this move to full and direct cost recovery, the corporation is no longer 
dependent on parliamentary appropriations. 


Summary Information 
1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY (§$ million); financial year ending March 31 
Financial Position 


Total assets AQ) 4.0 3.6 32 2.4 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 2.0 0.5 (0.3) (0.2) (0.8) 
Operations 

Revenues Ioys) 18.5 17.9 18.7 18.2 
Net income 0.3 0.7 (0.1) 0.6 1.0 


Funding from Canada 


Budgetary (operating and capital expenditures) 0.0 17.6 16.9 18.1 17.2 
Change in budgetary funding -100% 4% -1% 5% 16% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 


Payments to Canada 


Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 210 221 207 210 241 
PERFORMANCE INDICATORS 
Construction contracts completed iL ssa! 902 839 
On time (%) 61.6 49.6 64.4 
Within 1 to 30 days (%) 16.1 20.7 13.3 
Construction contracts tracked 924 902 839 
Change orders (%) 
Site conditions/errors and omissions 4.3 Sl 4.7 
Design changes 7.0 522 74 
Total change orders 3} 8.3 WAP 


1 


Contracts reaching interim (rather than final) completion in 1997/98. 
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ENTERPRISE CAPE BRETON CORPORATION 


(oP ASE OUR (Ged US A AST a 


Appropriate Minister Incorporation and Status 
The Honourable John Manley, P.C., M.P. 1988 by the Enterprise Cape Breton 
Minister of Industry Corporation Act (Part II of the 
Government Organization Act, Atlantic 
Chairperson and Canada, 1987 [S.C. 1988, c. 50]); 
Chief Executive Officer Schedule II, Part I of the Financial 
JeDavid Nicholson Administration Act; an agent of 
Her Majesty. 
Head Office 
4th Floor Mandate 
is Dorchester Street To promote and assist the financing and 
PO Box ist) development of industry on Cape 
Sydney NS Breton Island; to provide employment 
B1P 6T7 outside the coal-producing sector; and 
Telephone: (902) 564-3600 . to broaden the base of the local 
Facsimile: (902) 564-3825 har 


Web site: www.ecbc.ca 


Auditor 
Auditor General of Canada 
re ee ee 


Corporate Profile 


The Enterprise Cape Breton Corporation (ECBC) takes a lead role in creating a business 
environment that fosters sustainable job creation and economic growth on Cape Breton 
Island and the Mulgrave area of Nova Scotia. It promotes these objectives in co-operation 
with the private and public sectors. 


The corporation’s activities are focused on a number of priority clusters including 
tourism, culture and entertainment, knowledge-based industries, resources, and youth and 
health services. As part of the corporation’s restructuring during 1997/98, an oil and gas 
directorate was created in recognition of the potential economic opportunities associated 
with the Sable Offshore Energy Project. 


In addition to its own programs, ECBC delivers the economic development programs of 
the Atlantic Canada Opportunities Agency (ACOA) on Cape Breton Island. The president 
and the chief executive officer of ECBC is also the president of ACOA. This is intended 
to ensure a close working relationship between the two organizations. 
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Enterprise Cape Breton Corporation 


The corporation owns and operates an industrial park, and carries out activities such as a 
tourism marketing campaign and a summer employment program for students. 


Summary Information 
1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 


Total assets 10.2 7.0 4.5 4.5 4.4 

Loans from private sector 0.4 1.4 0.0 0.0 0.0 

Loans from Canada 0.0 0.0 0.0 0.0 0.0 

Shareholder’s equity 4.3 4.1 2 Des 2.4 

é 

Operations 

Revenues 1.0 0.8 0.9 0.9 el 

Net income (9.5) (13.4) (14.5) (15.7) (9.9) 

Funding from Canada 

Budgetary (operating and capital expenditures) 9.8 14.7 15.0 15.6 9.8 

Change in budgetary funding -33% -2% -3% 59% -3% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 51 47 50 4] 45 
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EXPORT DEVELOPMENT CORPORATION 


SP ee E ae lg a OA IE 


Appropriate Minister Auditor 


The Honourable Sergio Marchi, P.C., M.P. Auditor General of Canada 


Minister for International Trade J 
Incorporation and Status 


Chairperson 1969 by the Export Development Act 
Patrick J. Lavelle RSiGa1985 ch E-20)4S-E1 093: 

, c. 26, in force June 10, 1993); 
President and Schedule III, Part I of the Financial 
Chief Executive Officer Administration Act; an agent of 
Ian Gillespie Her Majesty. 

Head Office Mandate 

151 O'Connor Street To support and develop Canada’s export 
PO Box 655 trade and Canadian capacity to engage 
Ottawa ON in that trade and respond to 

KIA 1K3 international business opportunities. 


Telephone: (613) 598-2500 
Facsimile: (613) 237-2690 
Web site: www.edc.ca 
SEP SEG LES SNE LS 


Corporate Profile 


The activities of the Export Development Corporation (EDC) are aimed at reducing the 
financial risk to Canadian exporters. The corporation’s risk management services include 
export receivables insurance, bonding and guarantee protection. Its financing products 
include lines of credit and protocols, note purchase arrangements, direct buyer loans, 
long-term preshipment financing, leveraged lease finance and project risk financing. 


Eight business teams have a direct hand in delivering these products. EDC’s front-line 
teams are organized on a sectorial basis. In addition, specialized customer support teams 
provide expertise in credit surveillance and analysis, economics, equity, foreign 
investment insurance, international markets and project finance. 


000 EEE ae 





Summary Information 


1997 1996 1995 1994 1993 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 


Total assets 11,852.0 9,706.0 9,428.0 9375.0 9,154.0 
Loans from private sector 9,508.0 7,680.0 7,602.0 7,660.0 7,624.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 1,545.0 1,417.0 173.0) 1,091.0 895.0 
Operations 

Revenues 973.0 890.0 965.0 844.0 699.0 
Net income 128.0 112.0 44.0 171.0 41.0 
Funding from Canada 

Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - - - 
Non budgetary (loans and investments) 0.0 132.0 38.0 25.0 0.0 


Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 25.0 


Canada Account 
Financial position 


Assets administered for Canada 2,941.0 2,899.0 2,812.0 2,641.0 2333310) 
Budgetary appropriations 135.0 135.0 148.0 139.0 162.0 
EMPLOYMENT 684 602 557 549 541 





PERFORMANCE INDICATORS 


Business volume ($ in millions) 


Canada account 1,901.0 436.0 715.0 487.0 1,330.0 

Corporate account 28,636.0 22,030.0 17,237.0 11,631.0 11,766.0 
Customers served (number of companies) 

Large 468 444 42] 354 369 

Small or medium 3,243 2,706 2,041 792 1,694 
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FARM CREDIT CORPORATION 


LDH SRC RRS a a ST TSS OR 


Appropriate Minister Incorporation and Status 

The Honourable Lyle Vanclief, P.C., M.P. 1959 by the Farm Credit Act; continued 

Minister of Agriculture and Agri-Food on April 2, 1993, under the Farm 
Credit Corporation Act (S.C. 1993, 

Chairperson c.14); Schedule III, Part I of the 

Donald W. Black Financial Administration Act; an agent 
of Her Majesty. 

President and 

Chief Executive Officer Mandate 

John J. Ryan To deliver specific programs of the 
Government of Canada on a cost- 

Head Office recovery basis; and to assist Canadian 


farmers in establishing and developing 


1800 Hamilton street viable farming enterprises by providing 


larg Cee long-term credit and other financial 
EIEN services. The corporation’s legislated 
S4P 4L3 


mandate was expanded in 1993 to 
include aquaculture, agri-forestry and 
agri-business. 


Telephone: (306) 780-8100 
Facsimile: (306) 780-5875 
Web site: www.fcc-sca.ca 


Auditor 
Auditor General of Canada 
ALC LLL LL 


Corporate Profile 


The Farm Credit Corporation makes mortgage loans to farmers for the purchase of 
farmland, livestock and machinery, permanent farm improvements and debt refinancing. 
It also lends to farmers for the acquisition of agricultural facilities and equipment, and 
participates in joint initiatives with provinces and other institutions. 


The corporation maintains a corporate office in Regina and serves clients through over 
100 offices in farming communities across Canada. 
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Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY (§ million); financial year ending March 31 
Financial Position 


Total assets 5,706.2 5,022.5 4,371.4 3,986.3 3,773.6 

Loans from private sector 3,513.0 2,485.3 1,730.9 1,270.3 1,049.9 

Loans from Canada [13:5 2,016.3 AMS}. 2,251.1 2,303.1 

Shareholder’s equity 549.3 457.7 419.8 359.6 316.9 

: 

Operations 

Revenues 463.3 446.6 412.4 385.9 373.1 

Net income 41.6 40.6 40.4 42.7 28.3 

Funding from Canada 

Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 

Change in budgetary funding - = = = 

Non budgetary (loans and investments) 50.0 0.0 220.0 302.0 643.1 

Payments to Canada 

Loan repayments 504.0 134.0 356.1 354.0 760.0 

Dividends 0.0 Pal 4.0 0.0 0.0 
EMPLOYMENT 836 800 772 760 760 
PERFORMANCE INDICATORS 

Return on equity (%) 8.3 O33 

Administrative coverage ratio (X:1) IES 1.6 

Loan loss factor (%) 1.8 1.9 


Farm Credit Corporation 91 





FRESHWATER FISH MARKETING CORPORATION 


Appropriate Minister 


The Honourable David Anderson, P.C., M.P. 


Minister of Fisheries and Oceans 


Chairperson and 
Interim President and 
Chief Executive Officer 
Sam Murdock 


Head Office 

1199 Plessis Road 
Winnipeg MB 

R2C 3L4 

Telephone: (204) 983-6600 
Facsimile: (204) 983-6497 


Auditor 


Auditor General of Canada 


Incorporation and Status 


1969 by the Freshwater Fish Marketing 
ACERS: CAA98 5 scah-ia): 

Schedule III, Part I of the Financial 
Administration Act; an agent of 

Her Majesty. 


Mandate 


To market fish in an orderly manner, to 
maximize returns to fish producers and 
to promote international markets and 
increase trade in fish. 


Established with the participation of 
each of the provinces and the territory 
in which it operates for the purpose of 
marketing and trading in fish, fish 
products and fish by-products in and 
outside of Canada. The participation of 
the provinces of Manitoba, 
Saskatchewan, Alberta and Ontario, and 
the Northwest Territories was 
established by agreement with the 
Government of Canada. 


Corporate Profile 


The Freshwater Fish Marketing Corporation operates on a self-sustaining basis with no 
appropriations from Parliament. In practice, the corporation operates much like a 
producers’ co-operative, with the beneficiaries being the commercial fish producers in 
Manitoba, Saskatchewan, Alberta, the Northwest Territories, and Northwestern Ontario. 
The corporation has the exclusive right to trade and market the products of the 
commercial fishery on an interprovincial and export basis. Its primary goal is to achieve 
the greatest economic returns possible for the commercial fish producers it serves, by 
providing a range of products and services to its customers. 


92 


Freshwater Fish Marketing Corporation 








Summary Information 


1997/98 


FINANCIAL SUMMARY ($ million); financial year ending April 30' 
Financial Position 
Total assets 
Loans from private sector : 
Loans from Canada 


Shareholder’s equity . : ; ; 
eae 


Operations 
Revenues 
Net income 


Funding from Canada 


Budgetary (operating and capital expenditures) - 


Change in budgetary funding 


Non budgetary (loans and investments) - Q 
ou ee 


Payments to Canada 
Loan repayments 
Dividends 


EMPLOYMENT 33 


1996/97 1995/96 1994/95 1993/94 
20.1 20.6 Wes sy) 
13.4 13.8 10.5 9.4 

0.0 0.0 1.0 0.5 
4.2 4.2 4.2 4.2 





43.0 47.1 43.7 
0.0 0.0 0.0 
0.0 0.0 0.0 
0.0 0.0 0.5 
0.0 1.0 0.0 
0.0 0.0 0.0 

32 33 38 


Financial summary for 1997/98 is not available as the 1997/98 annual report had not been tabled in Parliament as of October 30, 
1998. 


Freshwater Fish Marketing Corporation 
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GREAT LAKES PILOTAGE AUTHORITY, LTD. 


ESS Yee RR ae 


Appropriate Minister Incorporation and Status 
The Honourable David Collenette, P.C., M.P. 1972 by the Pilotage Act (R.S.C. 1985, 
Minister of Transport c. P-14); incorporated under the 


Canada Corporations Act in May 1972 
Chairperson and Chief Executive asa subsidiary of The St. Lawrence 
Officer Seaway Authority; deemed to be a 
parent corporation within the meaning 
of the Financial Administration Act and 
Head Office listed in Schedule III, Part I of that Act; 
not an agent of Her Majesty. 


Richard G. Armstrong 


Second Floor 


202 Pitt Street 

ane Mandate a oe 

ComnvallON To operate, maintain and administer a 

K6H 5R9 safe and efficient pilotage service in all 

Telephone: (613) 933-2991 Canadian waters in Ontario and 

Facsimile: (613) 932-3793 Manitoba, as well as in Quebec south of 
the northern entrance to the St. Lambert 


E-mail: glpa@apl.gc.ca 
ep Be Lock: 


Auditor 
Auditor General of Canada 
“BLEU LP Se A a 


Corporate Profile 


In addition to providing pilotage services, the Great Lakes Pilotage Authority, Ltd., with 
the approval of the Governor in Council, makes regulations that prescribe the compulsory 
pilotage areas; the ships or classes of ships that are subject to compulsory pilotage; when 
compulsory pilotage may be waived; the tariff rates for pilotage; and the classes of 
licences and classes of pilotage certificates that may be issued. 


The authority co-ordinates its operations with a number of other organizations such as 
The St. Lawrence Seaway Authority and the United States Seaway Development 
Corporation which operate the lock facilities and maintain a traffic control system within 
the region. Other organizations involved are the Canadian Coast Guard, which provides 
aids to navigation, and the United States Coast Guard, which is responsible for United 
States pilotage matters in international waters. 
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Summary Information 


1993 


5,481 
99)5 


1997 1996 1995 1994 

FINANCIAL SUMMARY (§ million); financial year ending December 31 

Financial Position 

Total assets ES 10.5 8.3 7.6 

Loans from private sector 0.0 0.0 0.0 0.0 

Loans from Canada 0.0 0.0 0.0 0.0 

Shareholder’s equity a2 4.0 3.0 ed 2.2 

, 

Operations 

Revenues 13.1 LOE 13 13.9 

Net income 12 1.0 1.3 3 

Funding from Canada 

Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.6 

Change in budgetary funding : - -100% 313% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 
EMPLOYMENT 84 78 81 80 
PERFORMANCE INDICATORS 

Pilot assignments performed TS, 6,903 6,091 7,787 

Accident free assignments (%) 99.6 99.6 99.5 99.4 

Average cost of performing an assignment ($) 1,656.0 1,687.0 1,638.0 1,363.0 


Great Lakes Pilotage Authority, Ltd. 
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HALIFAX PORT CORPORATION 


Appropriate Minister Auditor 


The Honourable David Collenette, P-C.,M.P. | Doane Raymond 
Minister of Transport 
Incorporation and Status 


Chairperson 1984 letters patent of incorporation 

Mervyn C. Russell pursuant to subsection 25 (1) of the 
Canada Ports Corporation Act 

President and (R.S.C. 1985, c. C-9); Schedule II, 

Chief Executive Officer Part Il of the Financial Administration 

David F. Bellefontaine Act; an agent of Her Majesty. 

Head Office Mandate 

Ocean Terminals To administer, manage and control the 

PO Box 336 Halifax harbour, and works and 

Halifax NS property within the harbour. 

B3J 2P6 


Telephone: (902) 426-3643 
Facsimile: (902) 426-7335 
Web site: www.portofhalifax.ca 
£52 LLL ALLL LLL LAR LN LE 


Corporate Profile 


The Halifax Port Corporation is an autonomous local port corporation that provides 
services for Canada’s international shipping trade in the Halifax Port area. The 
corporation’s business includes breakbulk cargo, grain and cruise vessel traffic. 


Under the Canada Marine Act, which received Royal Assent on June 11, 1998, local port 
corporations will become Canada Port Authorities. These new entities will be non-share- 
capital, shared-governance corporations with municipalities and provinces each 
appointing a member to the board of directors, and port users recommending the 
majority. 
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Summary Information 


FINANCIAL SUMMARY ($ million); financial year ending December 31 


Financial Position 
Total assets 

Loans from private sector 
Loans from Canada 
Shareholder’s equity 


Operations 
Revenues 
Net income 


Funding from Canada 


Budgetary (operating and capital expenditures) 


Change in budgetary funding 


Non budgetary (loans and investments) 


Payments to Canada 
Loan repayments 
Dividends 


EMPLOYMENT 
PERFORMANCE INDICATOR 


Total port cargo (million tonnes) 


Halifax Port Corporation 





1997 1996 1995 1994 
76.3 74.7 69.4 67.5 
0.0 0.0 0.0 0.0 
0.0 0.0 0.0 0.0 
70.9 68.2 65.4 63.6 
ey?) 14.0 133 Ws) 
Sel 3a 1.8 Or 
0.0 0.0 0.0 0.0 
0.0 0.0 0.0 0.0 
0.0 0.0 0.0 0.0 
0.5 0.2 0.2 0.0 
64 65 63 68 
14.1 12.9 13.0 14.0 


1993 


14.1] 


OF 


INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 


Appropriate Minister Auditor 


The Honourable Lloyd Axworthy, P.C., M.P. Auditor General of Canada 
Minister of Foreign Affairs ; 
Incorporation and Status 


Chairperson 1970 by the /nternational Development 
Gordon Smith Research Centre Act, (R.S.C. 1985, 

c. I-19); exempt from Divisions I to [V 
President and of Part X of the Financial 
Chief Executive Officer Administration Act; not an agent of 
Maureen ONeil Her Majesty. 
Head Office Mandate 
250 Albert Street To initiate, encourage, support and 
PO Box 8500 conduct research into the problems of 
Ottawa ON | the developing regions of the world. 
K1G 3H9 The centre also promotes and carries on 
Telephone: (613) 236-6163 research into the means for applying 
Facsimile: (613) 238-7230 and adapting scientific, technical and 


other knowledge for the economic and 
social advancement of those regions. 
Fee OL SRR ENR LR I 


Web site: www.idrc.ca 


Corporate Profile 


The main objective of the International Development Research Centre (IDRC) is to help 
scientists in developing countries to identify and conduct research into long-term 
practical solutions to their development problems. To achieve this objective, it funds 
research, trains researchers and promotes research networks. The centre’s Canadian 
Partnership Program promotes collaborative research between scientists in Canada and 
those in developing countries. 


IDRC’s principal source of funding is parliamentary appropriations. It adds to this by 
entering into co-funding ventures with other donors and pursuing contract research 
opportunities in collaboration with the private sector. 
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Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 


Total assets 55.9 Soho) 46.3 43.3 41.3 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 13.8 9.2 Te! 26.0 24.9 
Operations 

Revenues NPS iai/ 122.8 117.0 13255 153.7 
Net income 4.6 | 1.8 ih) 24.9 


Funding from Canada 


Budgetary (operating and capital expenditures) 89.9 Mes) 103.4 111.9 142.0 

Change in budgetary funding -8% -6% -8% -21% 21% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
ee ee eee ee eee 
EMPLOYMENT 426 357 423 470 467 
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LAURENTIAN PILOTAGE AUTHORITY 


SESE EA 


Appropriate Minister Auditor 
The Honourable David Collenette, P.C., M.P. Auditor General of Canada 


Minister of Transport : 
: Incorporation and Status 


Chairperson and 1972 by the Pilotage Act (R.S.C. 1985, 

Chief Executive Officer c. P-14); Schedule II, Part I of the 

Jean-Claude Michaud Financial Administration Act; not an 
agent of Her Majesty. 

Head Office 

6th Floor Mandate 

715 Victoria Square To operate, maintain and administer a 

PO Box 680, Stock Exchange Tower safe and efficient pilotage service in the 

Montreal QC St. Lawrence River between Les 

H47Z, 1J9 . Escoumins and the north end of the 

Telephone: (514) 283-6320 St. Lambert Lock, in the Saguenay 

Facsimile: (514) 496-2409 River and in Chaleur Bay north of 

E-mail: ap] @apl.gce.ca Cap d’Espoir. 


Pa ene ee ON ce] 


Corporate Profile 


The Laurentian Pilotage Authority serves three mandatory pilotage districts: one for the 
Port of Montreal, another for the navigable waters between Montreal and Quebec City, 
and a third for the navigable waters between Quebec City and Les Escoumins including 
the Saguenay River. The authority owns and operates a pilot station at Les Escoumins 
with pilot boats capable of carrying pilots year round. Pilot stations at Quebec City, Trois 
Riviéres, Sorel, Lanoraie and Montreal are served by private companies under contract to 
the authority. 


In addition to providing pilotage services, the authority with the approval of the Governor 
in Council makes regulations that prescribe the compulsory pilotage areas; the ships or 
classes of ships that are subject to compulsory pilotage; when compulsory pilotage may 
be waived; the tariff rates for pilotage; and the classes of licences and classes of pilotage 
certificates that may be issued. 
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Summary Information 
1997 1996 1995 1994 1993 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 








Total assets 10.6 ES 10.6 8.1 6.9 
Loans from private sector 4.6 Sh 1.8 0.4 0.8 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 25) (1.6) 0.5 0.1 (0.7) 
Operations 
Revenues 38.2 36.0 34.4 33.4 27.0 
Net income (0.8) (2.8) (4.2) (2) (6.0) 
Funding from Canada 
Budgetary (operating and capital expenditures) 0.0 0.7 4.5 5.0 6.2 
Change in budgetary funding - 100% -84% -9% -19% -2% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 223 217 222 241 245 
PERFORMANCE INDICATORS 
Number of assignments 20,941 21,342 21,973 22,550 19,216 
Number of incidents 26 23 31 34 29 
% of incident-free assignments 99.9 99.9 99.9 99.9 99.9 


Laurentian Pilotage Authority 





MARINE ATLANTIC INC. 


es A 


Appropriate Minister Auditor 


The Honourable David Collenette, P.C.,M.P. Auditor General of Canada 
Minister of Transport 
Incorporation and Status 


Chairperson 1979 by the Canada Business 

Moya Cahill Corporations Act; status and ownership 
changed as of December 31, 1986, 

Acting President and pursuant to the Marine Atlantic Inc. 

Chief Executive Officer Acquisition Authorization Act 


(S1@31986, c.36)- schedule IT. Part I 
of the Financial Administration Act; not 


Darrell J. Weaver 


Head Office an agent of Her Majesty. 

100 Cameron Street 

Moncton NB Mandate 

FIC 5Y6 To acquire, establish, manage and 
Telephone: (506) 851-3600 operate a marine transportation service, 
Facsimile: (506) 851-3786 a marine maintenance repair and refit 


service, a marine construction business 
and any related service. 


Web site: www.marine-atlantic.ca 


Corporate Profile 


Marine Atlantic Inc. provides marine ferry services in Atlantic Canada. In 1997, the 
company’s operations included ferry services between North Sydney, Nova Scotia and 
Port aux Basques, Newfoundland, and between Cape Tormentine, New Brunswick and 
Borden, Prince Edward Island. The latter was operated only until the completion of the 
Confederation Bridge on May 31, 1997. 


Marine Atlantic Inc. was also responsible for ferry services between Saint John, New 
Brunswick and Digby, Nova Scotia, and between Yarmouth, Nova Scotia and Bar 
Harbor, Maine. However, these services were transferred to a private-sector company on 
April 1, 1997. Marine Atlantic Inc. continues to operate seasonal service between 
Argentia, Newfoundland and Sydney, Nova Scotia. 


Responsibility for the seasonal Labrador coastal freight and passenger service, including 
a vehicle ferry linking Lewisporte and Goose Bay, was transferred to the Government of 
Newfoundland and Labrador through a federal-provincial agreement concluded in March 
1997. However, Marine Atlantic Inc. continued to operate those services under contract 
to the province for the 1997 season. 
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Summary Information 
1997 1996 1995 1994 1993 


FINANCIAL SUMMARY (§$ million); financial year ending December 31 
Financial Position 








Total assets 265.6 326.1 352.4 396.1 403.1 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity (20.4) (87.6) (12.3) (13:2) (13.4) 
Operations 

Revenues 195.2 163.4 O5t7) 88.6 81.2 
Net income 67.2 (75.3) 0.9 0.2 (0.3) 





Funding from Canada 


Budgetary (operating and capital expenditures) 98.5 85.7 97.1 108.7 128.3 

Change in budgetary funding 15% -12% -11% -15% 4% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 800 2,011 2,019 2,110 2,127 


PERFORMANCE INDICATORS 


Gulf service traffic 


Passengers 412,812 396,909 414,194 413,156 419,450 
Passenger vehicles 128,923 124,099 127,476 126,437 132,088 
Commercial vehicles and 40’ equivalent container 67,951 66,856 69,571 69,964 66,485 
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MONTREAL PORT CORPORATION 


gS ee 


Appropriate Minister Auditor 

The Honourable David Collenette, P.C.,M.P. | Samson Belair 

Minister of Transport Deloitte & Touche 

Chairperson Incorporation and Status 

Raymond Lemay 1983 by letters patent of incorporation 
pursuant to subsection 25(1) of the 

President and Canada Ports Corporation Act 

Chief Executive Officer (R.S.C. 1985, c. C-9); Schedule III, 

Dominic J. Taddeo Part II of the Financial Administration 


Act; an agent of Her Majesty. 
Head Office 


Port of Montreal Building Mandate 

Cité du Havre To administer, manage and control the 
Montreal QC Montreal harbour, and works and 
H3C 3R5 property within the harbour. 


Telephone: (514) 283-7011 
Facsimile: (514) 283-0829 
fr ay ELI Tc 


Corporate Profile 


The Montreal Port Corporation is an autonomous local port corporation that provides 
services for Canada’s international shipping trade in the Montreal port. The port’s 
business includes the handling of containers, non-container general cargo, and dry and 
liquid bulk traffic. It also receives cruise traffic. 


Under the Canada Marine Act, which received Royal Assent on June 11, 1998, local port 
corporations will become Canada Port Authorities. These new entities will be non-share- 
capital, shared-governance corporations with municipalities and provinces each 

appointing a member to the board of directors and port users recommending the majority. 
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Summary Information 


1997 1996 1995 1994 1993 


FINANCIAL SUMMARY (§$ million); financial year ending December 31 
Financial Position 











Total assets 260.8 250.9 243.8 235.4 226.6 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 

Loans from Canada 2.2 Do) Bhi) 4.1 4.7 

Shareholder’s equity 240.5 eile} 2219 214.9 209.3 

Operations 

Revenues 62.3 61.9 60.4 61.5 56.3 

Net income 12.4 11.8 9.3 8.7 11.4 

Funding from Canada 

Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 

Change in budgetary funding - - . - - 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.7 0.6 0.6 0.6 0.5 

Dividends hy 2.4 py) 3.1 6.8 
EMPLOYMENT 335 335 349 349 349 
PERFORMANCE INDICATOR 

Total port cargo (million tonnes) 20.7 19.9 19.2 20.1 16.5 
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NATIONAL ARTS CENTRE CORPORATION 


RELL LIE ENT GC TOS TE 


Appropriate Minister Auditor 
The Honourable Sheila Copps, P.C., M.P. Auditor General of Canada 
Minister of Canadian Heritage 

Incorporation and Status 


Chairperson 1966 by the National Arts Centre Act 
Jean Thérese Riley (R.S.C. 1985, c. N-3); exempt from 
Divisions I to IV of Part X of the 
Interim Director and Financial Administration Act; not an 
Chief Executive Officer agent of Her Majesty; a charitable 
Elaine Calder organization for the purposes of the 


Income Tax Act. 


Head Office 


53 Elgin Street Mandate 

PO Box 1534, Station B To play a leadership role in fostering 
Ottawa ON artistic excellence in all of the 
K1IP5W1 performing arts disciplines. 


Telephone: (613) 996-5051 
Facsimile: (613) 996-9578 
Web site: www.nac-cna.ca 
ea a ee me i Cee a 


Corporate Profile 


The National Arts Centre Corporation operates and maintains the National Arts Centre in 
Ottawa. The corporation develops the performing arts in the National Capital Region and 
assists the Canada Council in the development of the performing arts elsewhere in 
Canada. 


The corporation fulfils its artistic mandate through the following programs: 
¢ English Theatre; 

« French Theatre; 

- Music; 

soe Dance; 

- Youth Programs; and 


¢ Festival Canada. 
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The latter program was revived in 1996/97 after a 14-year hiatus. Other sources of 
revenue for the corporation include rentals and food services. 


Summary Information 
1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY ($ million); financial year ending August 31 
Financial Position 











Total assets MES) 19.8 19.4 20.0 17.6 
Loans from private sector 0.0 0.0 0.3 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 9.2 9.7 10.4 10.1 9.8 
Operations 
Revenues 18.7 15.8 INST! L522 14.8 
Net income (17.8) (19.5) (20.4) (21.7) (21.5) 
Funding from Canada 
Budgetary (operating and capital expenditures) 18.5 20.6 15.6 24.2 21.5 
Change in budgetary funding -10% 32% -36% 13% 9% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 231 296 262 285 281 


PERFORMANCE INDICATORS 


Attendance as % of capacity 


English theatre 87.0 65.0 
French theatre 86.0 85.0 
Music 79.0 82.0 
Dance and special projects 76.0 72.0 
Rentals and other programming 66.0 68.0 
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NATIONAL CAPITAL COMMISSION 


{ESR ig Lae SRT eR 5 a SN A 


Appropriate Minister Auditor 


The Honourable Sheila Copps, P.C., M.P. Auditor General of Canada 
Minister of Canadian Heritage 
Incorporation and Status 


Chairperson 1958 by the National Capital Act 
Marcel Beaudry (R.S.C. 1985, c. N-4; amended in 1988 
S.C. 1988, c. 54); Schedule III, Part I of 
Executive-Vice President the Financial Administration Act; an 
and General Manager agent of Her Majesty. 
als Mandate 
Head Office To prepare, plan for and assist in the 
40 Elgin Street development, conservation and 
Ottawa ON | improvement of the National Capital 
K1IP 1C7 Region; to organize, provide 
Telephone: (613) 239-5555 sponsorship for, and promote public 
Facsimile: (613) 239-5039 activities and events in the National 


Capital Region to enrich the cultural 
and social fabric of Canada. 
SAD ASS a ea a 


Web site: www.capcan.ca 


Corporate Profile 


The National Capital Commission (NCC) uses marketing campaigns and various 
outreach projects to promote the National Capital Region. Through the Capital Infocentre 
and other interpretation programs, the commission informs and educates residents of the 
region and visitors. It also participates in major events in the National Capital Region, 
such as the annual Canada Day Celebrations and Winterlude. 


The NCC is also responsible for planning the development and use of federal lands in the 
National Capital Region. As a major landowner in the National Capital Region, the 
commission manages and maintains its own lands and looks after properties on behalf of 
others, including the Official Residences of Canada. The NCC’s holdings include 
Gatineau Park, the Greenbelt, and a variety of urban lands, roads, paths, parkways and 
bridges. 
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Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 














Total assets 396.7 396.2 407.2 Se 369.9 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 360.7 Sa el 85552 327.9 330.0 
Operations 
Revenues 22.0 47.0 36.1 24.0 21.6 
Net income (14.8) (14.5) 10.5 (17.5) (12.8) 
Funding from Canada 
Budgetary (operating and capital expenditures) 72.8 84.2 90.6 102.1 89.5 
Change in budgetary funding -14% -1% -11% 14% O% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 421 376 502 740 802 
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NATIONAL GALLERY OF CANADA 


ERE RTS aa NRL SB 


Appropriate Minister Auditor 
The Honourable Sheila Copps, P.C., M.P. Auditor General of Canada 
Minister of Canadian Heritage 

Incorporation and Status 


Chairperson 1990 by the Museums Act (S.C. 1990, 
Jean-Claude Delorme c. 3); Schedule III, Part I of the 
Financial Administration Act; an agent 
Director and of Her Majesty. 
Chief Executive Officer 
Pierre Théberge Mandate 
To develop, maintain and make known, 
Head Office throughout Canada and internationally, 
380 Sussex Drive a collection of historic and 
PO Box 427, Station A contemporary works of art with special, 
Ottawa ON but not exclusive, reference to Canada; 
K1N 9N4 and to further the knowledge, 
Telephone: (613) 990-1985 understanding and enjoyment of art 
Facsimile: (613) 990-9810 among Canadians. 


Web site: national.gallery.ca 
Se LLL A LL a 


Corporate Profile 


The National Gallery of Canada carries out its mandate through four broad activity areas: 
adding to and preserving the collections of works of art; educating and communicating; 
housing and protecting the collections, visitors and staff; and managing its staff and 
resources. The Gallery also operates the Canadian Museum of Contemporary 
Photography in Ottawa. 


Through purchases, gifts and bequests, the Gallery is continually acquiring Canadian and 
foreign works for its collections. Its exhibits are shown not only in the National Capital 
Region, but also in other parts of Canada and around the world. 


The Gallery is involved in the publishing of documents including pamphlets and 
catalogues, as well as in the production of video products. Its Web site includes teacher 
support kits. The Gallery's programming activities include lectures, symposia, concerts 
and educational programs. 
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Summary Information 
1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 





Total assets 25.4 23.6 19.7 19.0, 17.4 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity ra 12.0 10.5 7.9 8.5 
Operations 

Revenues 12.8 4.7 2) 4.3 3.2 


Net income (32.9) (28.4) (31.8) (34.4) (29.6) 


Funding from Canada 


Budgetary (operating and capital expenditures) 36.0 29.8 34.4 34.4 28.7 
Change in budgetary funding 21% -13% 0% 20% -2% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 


Payments to Canada 





Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 251 257 276 285 284 
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NATIONAL MUSEUM OF SCIENCE AND TECHNOLOGY 
CORPORATION 


Appropriate Minister Auditor 


The Honourable Sheila Copps, P.C., M.P. Auditor General of Canada 
Minister of Canadian Heritage 
Incorporation and Status 


Chairperson 1990 by the Museums Act (S.C. 1990, 
David W. Strangway c. 3); Schedule III, Part I of the 
Financial Administration Act; an agent 
Director and of Her Majesty. 
Chief Executive Officer 
Genevieve Sainte-Marie Mandate 
To foster scientific and technological 
Head Office literacy throughout Canada by 
D280 Lancaster Road . establishing, maintaining and 
PO Box 9724, Station T developing a collection of scientific and 
Onan technical objects with special, but not 
K1G 5A3 exclusive, reference to Canada, and by 
Telephone: (613) 991-3044 demonstrating the products and 
Facsimile: (613) 990-3636 processes of science and technology, as 


well as their economic, social and 
cultural relationships with society. 
PRA ALLE RTE I LA AAS ST ED 


Web site: www.nmstc.ca 


Corporate Profile 


The National Museum of Science and Technology Corporation is responsible for the 
development and management of a representative collection of scientific and 
technological artifacts and materials which focusses on seven major subject areas — 
aviation, communications, industrial technology, natural resources, renewable resources, 
scientific instrumentation and transportation. 


The corporation manages three museum sites: the National Museum of Science and 
Technology, the Agriculture Museum and the National Aviation Museum. Each museum 
sets its own public programming activities and strategies in recognition of the different 
markets and clientele each serves. The museums operate under a common set of 
corporate policies. Support services such as human resources, finance and facilities 
management are provided centrally. 
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Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 
FINANCIAL SUMMARY (§$ million); financial year ending March 31 
Financial Position 





Total assets 12.9 11.6 11.0 7 9.3 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 7.9 Wee el 18) 6.1 
: 
Operations 
Revenues 4.1 oui Bh8) 3.0 2D 
Net income (20.0) (19.5) (19.0) (21.7) (15.5) 
Funding from Canada 
Budgetary (operating and capital expenditures) 20.0 HOw 20.8 20.9 16.2 
Change in budgetary funding 1% -5% 0% 29% Jo 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
ee 
EMPLOYMENT 233 228 220 225 218 
PERFORMANCE INDICATORS 
Attendance 
National Museum of Science and Technology 401,577 409,446 403,208 
Agriculture Museum 138,014 120,194 109,394 
National Aviation Museum 160,065 145,154 144,938 
Total 699,656 674,794 657,540 
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OLD PorT OF MONTREAL CORPORATION INC. 


NEL ALS 


Appropriate Minister Auditor 
The Honourable Alphonso Gagliano, P.C.,M.P. Auditor General of Canada 
Minister of Public Works and Government 


Services Incorporation and Status 
’ 1981 under the Canada Business 
Chairperson Corporations Act; a wholly owned 
Bernard Lamarre subsidiary of the Canada Lands 
Company Limited; directed by Order 

President and in Council (P.C. 1987-86) to report as 
Chief Executive Officer if it were a parent Crown corporation; 
Pierre Emond an agent of Her Majesty. 
Head Office Mandate 
333 rue de la Commune West To develop the Old Port of Montreal 
Montreal QC site; and to manage and maintain the 
Hoy 282 Crown property in that location. 


Telephone: (514) 283-5256 
Facsimile: (514) 283-8423 
Web site: www.svpm.ca 
5S NR IE Lag LL 


Corporate Profile 


The Old Port of Montreal Corporation Inc. is responsible for managing and developing 
the Old Port site in Montreal. It operates an IMAX® theatre and an outdoor skating rink, 
and offers year-round activities for visitors. Sources of independent revenue include 
theatre admissions, parking, food services and sponsorships. Every year, 20 partner 
companies sell 1.5 million tickets for shows, cruises, bicycle rentals and other activities. 
The Old Port site received almost six million visitors during the 1997/98 fiscal year. 


With the support of the federal government, the corporation is developing the Montreal 
Interactive Science Centre — an exhibition, entertainment and business centre that is 
scheduled to open on May 1, 2000. 


The corporation has also begun the process of redeveloping the nine-storey Old Port cold 
storage warehouse into a project that will integrate the existing structure with a new 
building, and that will include housing, a hotel, a large ballroom, businesses, new parking 
and services. The total cost of this construction project is to be covered by the private 
sector. 
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Summary Information 
1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 





Total assets 2.0 1.4 2a 2.0 4.0 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 0.0 0.0 0.0 0.0 0.0 
Operations 

Revenues 8.2 8.3 10.4 8.9 7.8 
Net income (7.4) (3.5) (2.3) (3.6) (5.0) 


Funding from Canada 


Budgetary (operating and capital expenditures) 9.0 3.8 2) 3.0 9.7 
Change in budgetary funding 137% 9% 17% -69% -55% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 


Payments to Canada 





Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 81 77 72 69 67 
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PACIFIC PILOTAGE AUTHORITY 


Appropriate Minister Auditor 


The Honourable David Collenette, P.C., M.P. Auditor General of Canada 
Minister of Transport 


Incorporation and Status 


Chairperson and . 1972 pursuant to the Pilotage Act 
Chief Executive Officer (R.S.C. 1985, c. P-14); Schedule II, 
Dennis B. McLennan Part I of the Financial Administration 


Act; not an agent of Her Majesty. 


Head Office 


300 — 1199 West Hastings Street Mandate 

Vancouver BC To operate, maintain and administer a 
V6E 4G9 safe and efficient pilotage service in the 
Telephone: (604) 666-6771 coastal waters of British Columbia. 


Facsimile: (604) 666-1647 
E-mail: admins @ ppa.gc.ca 


Corporate Profile 


The Pacific Pilotage Authority provides pilotage services within a commercially oriented 
framework directed towards maintaining financial self-sufficiency through tariffs. 
Employee pilots provide services on the Fraser River. In other coastal waters, pilotage 
services are provided under a contract with a local licensed pilot company. 


In addition to providing pilotage services, the authority with the approval of the Governor 
in Council makes regulations that prescribe the compulsory pilotage areas; the ships or 
classes of ships that are subject to compulsory pilotage; when compulsory pilotage may 
be waived; the tariff rates for pilotage; and the classes of licences and classes of pilotage 
certificates that may be issued. 
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Summary Information 


1997 1996 1995 1994 1993 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 





Total assets ep 5.8 5.6 6.4 7.9 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 3.6 223, 22, 35 4.9 
Operations 


Revenues 39.8 
Net income iL 2 (@lei))} (1.6) 0.1 


Funding from Canada 


Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - = 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 





Payments to Canada 


Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
ee ee eee 
EMPLOYMENT 167 167 170 168 171 





PERFORMANCE INDICATORS 


Number of assignments 


Coastal 13,278 12,713 12,497 13,177 11,980 
Fraser River 934 690 702 876 89] 
Assignments free of incidents (%) 99.8 9919) 99.9, 99:9 99.8 
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PETRO-CANADA LIMITED 


SIS ERR RN 


Appropriate Minister Incorporation and Status 

The Honourable Paul Martin, P.C., M.P. 1975 by the Petro-Canada Act 

Minister of Finance (R.S.C. 1985: c. P-11); continued as 
Petro-Canada Limited on 

Chairperson February 1, 1991 under the Petro- 

Robert Hamilton Canada Public Participation Act; 
Schedule III, Part I of the Financial 

President Administration Act; an agent of 

Joy F. Kane Her Majesty. 

Head Office Mandate 


Petro-Canada Limited was the parent 


c/o Department of Finance Canada 
Crown corporation of Petro-Canada, 


L‘Esplanade Laurier sie 

BAN © onnometrect | which was privatized in July 1991. 

OiawalON Upon privatization, Petro-Canada 

K1A 0G5 refinanced its previously government- 
backed debt with the proceeds going to 

Auditor Petro-Canada Limited. 


Auditor General of Canada 
BSH Ga AES NL 


Corporate Profile 


The role of Petro-Canada Limited is to manage its investment portfolio and to meet its 
obligations on its outstanding bonds. At the end of the period in review, the corporation's 
revenues from the securities in the investment portfolio and its cash reserves were 
sufficient to meet future cash-flow requirements on its outstanding bonds and future 
operating costs. 


The corporation, which has no employees, is managed by officials of the Department of 
Finance Canada. 
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Summary Information 


1997 1996 1995 1994 1993 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 





Total assets 464.0 448.0 524.0 554.0 526.0 
Loans from private sector 427.0 409.0 479.0 505.0 479.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 4.0 3.0 2.0 1.0 0.0 
Operations 

Revenues 38.0 40.0 43.0 45.0 42.0 
Net income 1.0 1.0 1.0 1.0 1.0 


OO .__... 


Funding from Canada 








Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 

Change in budgetary funding - - - : - 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 8.0 
EMPLOYMENT 0 0 0 0 0 


Petro-Canada Limited 





PORT OF QUEBEC CORPORATION 


ep SE AR aL a 


Appropriate Minister Auditor 
The Honourable David Collenette, P.C.,M.P. | Mallette Maheu 
Minister of Transport 
Incorporation and Status 


Chairperson 1984 by letters patent of incorporation 

Michel Bérube pursuant to subsection 25(1) of the 
Canada Ports Corporation Act 

President and (R.S.C. 1985, c. C-9); Schedule III, 

Chief Executive Officer Part II of the Financial Administration 

Ross Gaudreault Act; an agent of Her Majesty. 

Head Office Mandate 

150 Dalhousie Street To administer, manage and control the 

PO Box 2268 Quebec City harbour, and works and 

Quebec QC property within the harbour. 

GiK 7P7 


Telephone: (418) 648-3558 
Facsimile: (418) 648-4160 
Web site: www.portquebec.ca 
SELON SE EB GL 


Corporate Profile 


The Port of Quebec Corporation is an autonomous local port corporation that provides 
services for Canada’s international shipping trade in the Quebec City harbour. The Port 
of Quebec is the oldest port in the North American market. Its business includes the 
handling of liquid and solid bulk, grain, chemicals and general non-containerized goods. 
In addition, major cruise lines have been calling at the port. 


Under the Canada Marine Act, which received Royal Assent on June 11, 1998, local port 
corporations will become Canada Port Authorities. These new entities will be non-share- 
capital, shared-governance corporations with municipalities and provinces each 
appointing a member to the board of directors, and port users recommending the 
majority. 
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Summary Information 


1997 1996 1995 1994 1993 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 


Total assets 62.9 61.9 61.6 61.8 64.1 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 59.4 5951 S25 2.5 54.3 
Operations 

Revenues 14.7 332 pay 11.7 11 


Net income 0.3 5) 0.0 (2.0) (2.9) 


Funding from Canada 


Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding = - 2 = £ 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 


Payments to Canada 








Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 57 S| 58 88 88 


PERFORMANCE INDICATOR 


Total port cargo (million tonnes) 15.5 ee? 17.8 16.1 13.7 
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PRINCE RUPERT PORT CORPORATION 


eoRReDROS TAT AGL A 


Appropriate Minister Auditor 


The Honourable David Collenette, P.C., M.P. KPMG 
Minister of Transport 
Incorporation and Status 


Chairperson 1984 by letters patent of incorporation 

Rhoda Witherly pursuant to subsection 25(1) of the 
Canada Ports Corporation Act 

President and (R.S.C. 1985, c. C-9); Schedule II, 

Chief Executive Officer Part II of the Financial Administration 

Donald H. Krusel Act; an agent of Her Majesty. 

Head Office Mandate 

110 Third Avenue West To administer, manage and control the 

Prince Rupert BC Prince Rupert harbour, and works and 

V8) 1K8 property within the harbour. 


Telephone: (250) 627-7545 
Facsimile: (250) 627-7101 
Web site: www.rupertport.com 


Corporate Profile 


The Prince Rupert Port Corporation is an autonomous local port corporation that provides 
services for Canada’s international shipping trade in the Prince Rupert harbour. The 
port’s business includes the handling of grain, pulp, coal, forest products, and ferry and 
cruise ship traffic. 


Under the Canada Marine Act, which received Royal Assent on June 11, 1998, local port 
corporations will become Canada Port Authorities. These new entities will be non-share- 
capital, shared-governance corporations with municipalities and provinces each 
appointing a member to the board of directors, and port users recommending the 
majority. 
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Summary Information 


1997 1996 1995 1994 1993 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 











Total assets 105.3 112.3 111.7 111.6 ha legs 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 

Loans from Canada 0.0 10.0 153 15.8 16.2 

Shareholder’s equity 103.4 100.7 95.0 94.4 93.5 

Operations 

Revenues Weio7 133 NS ii 13e2 13S 

Net income 2.7 0.7 0.7 0.9 (0.1) 

Funding from Canada 

Budgetary (operating and capital expenditures) 0.0 5.0 0.0 0.0 0.0 

Change in budgetary funding -100% - - - - 

Non budgetary (loans and investments) 0.0 (5.0) 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 10.0 0.3 0.4 0.4 0.4 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 17 17 17 17 17 
PERFORMANCE INDICATOR 

Total port cargo (million tonnes) eal 10.1 11.5 13.8 11.7 
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QUEENS QUAY WEST LAND CORPORATION 


GEESE SC 


Appropriate Minister Incorporation and Status 
The Honourable Alfonso Gagliano, P.C.,M.P. 1936 as Terminal Warehouses Ltd. 
Minister of Public Works and Government under the Ontario Companies Act; 
Services July 14, 1978, as Harbourfront 
Corporation, under the Business 
Chairperson and President Corporations Act of Ontario; continued 
David F. Ellis under the Canada Business 
Corporations Act, December 21, 1984; 
Head Office Schedule II, Part I of the Financial 
Suite 1500 Administration Act; not an agent of 
200 King Street West Her Majesty. 
MSH 3T4 Mandate 
Telephone: (416) 952-6100 Formerly responsible for operating, 
Facsimile: (416) 952-6200 managing, maintaining and developing 
the Harbourfront site in Toronto. The 
Auditor corporation’s mandate is to dissolve 
dior Geneon canada itself once it fulfils its remaining 
obligations. 


LL a 


Corporate Profile 


Queens Quay West Land Corporation operates the Harbourfront site in Toronto under an 
agreement with the federal government. Most of the original 100-acre site has been 
conveyed to the City of Toronto. Currently, the corporation holds only two properties 
consisting of 5.8 acres. These properties are located at 200 Queens Quay West and 

545 Lakeshore Boulevard West. 


In August 1996, the management of the corporation was transferred from the Canada 
Development Investment Corporation to Canada Lands Company CLC Limited, which 
provides staff, facilities and corporate administration. In addition, as the need arises, it 
continues to retain other consultants and advisors to assist with the implementation of its 
mandate. 
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Summary Information 











1997/98 1996/97 1995/96 1994/95 1993/94 

FINANCIAL SUMMARY ($ million); financial year ending March 31 

Financial Position 

Total assets 1.9 3.0 5.8 8.5 Deh) 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 

Loans from Canada 45.8 45.8 45.8 45.8 45.8 

Shareholder’s equity (45.0) (44.7) (42.5) (39.9) (26.0) 

| 

Operations 

Revenues 0.4 ; 3.0 3.6 3.8 

Net income (0.3) (2.2) (2.6) (14.9) (8.2) 

Funding from Canada 

Budgetary (operating and capital expenditures) 4.1 6.7 Us) 9.8 0.0 

Change in budgetary funding -39% -11% -23% - - 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 20.7 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 0 0 0 6 5 
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ROYAL CANADIAN MINT 


“2g PECTS APR AR LPN 


Appropriate Minister Incorporation and Status 
The Honourable Alfonso Gagliano, P.C.,M.P. 1969 by the Royal Canadian Mint Act 
Minister of Public Works and Government (R.S.C. 1985, c. R-9); Schedule HI, 
Services Part II of the Financial Administration 
Act; an agent of Her Majesty. 
Chairperson 
José Blanco Mandate 
To mint coins in anticipation of profit 
President and and to carry out other related activities. 
Master of the Mint Founded in 1908 as a branch of the 
Danielle V. Wetherup Mint of the United Kingdom, its 
operations were devolved to the Crown 
Head Office in right of Canada in 1931. Initially a 


departmental agency of the 
government, the Mint was incorporated 
by legislation in 1969. In 1987, a 
share-capital structure was created for 
the Mint, and shares were issued to 
Canada. 


320 Sussex Drive 

Ottawa ON 

KIA 0G8 

Telephone: (613) 993-3500 
Facsimile: (613) 952-8342 
Web site: www.rcmint.ca 


Auditor 


Auditor General of Canada 
REE AEE Ae LD 


Corporate Profile 


The Royal Canadian Mint is responsible for minting the nation’s circulation coins. 
Internationally, the Mint generates commercial revenue by offering a wide range of 
specialized coin products and related services. 


The Mint owns two facilities — one in Ottawa and the other in Winnipeg. The Ottawa 
facility includes the corporate head office, the gold refinery, and production facilities for 
numismatic and bullion coins, medals and medallions. The Winnipeg Plant produces all 
of Canada's circulation coins as well as circulation coins for foreign countries. A new 
plating facility is being constructed at the Winnipeg plant and is scheduled to open in 
2000. 
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Summary Information 


1997 1996 1995 1994 1993 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 





Total assets 105.5 85.5 90.7 82.5 92.8 
Loans from private sector 10.0 0.0 6.4 0.0 0.0 
Loans from Canada 0.0 0.1 0.2 2.8 S165) 
Shareholder’s equity 64.8 60.8 SE )S) 60.6 69.1 
Operations 

Revenues 426.0 Bes 310.6 310.4 356.8 
Net income 3.9 1s (1.3) (3.5) 7.1 





Funding from Canada 





Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding 2 : e z 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.1 0.1 eth Deal Ay 
Dividends 0.0 0.0 0.0 5.0 6.3 
EMPLOYMENT 603 510 550 563 610 
PERFORMANCE INDICATORS 
Return on capital (%) 6.3 2.9 (e/a) (4.3) 10.4 
Export sales - % of total sales 78.0 59.0 68.0 64.0 65.0 
Production in millions of pieces 
Canadian circulation coins 624.3 998.7 907.8 1,075.5 15225:8 
Coinage for the world 1,398.4 788.3 853.4 600.3 841.2 
Refining services 
Gross weight received in millions of Troy ounces 3.0 DS) 2.2 PRB) 2 


Royal Canadian Mint 





SAINT JOHN PORT CORPORATION 


SSSA SENSE SEER NR 


Appropriate Minister Auditor 
The Honourable David Collenette, P.C.,M.P. Ernst & Young 
Minister of Transport 
Incorporation and Status 


Chairperson 1986 by letters patent pursuant to 

Peter S. Glennie subsection 25(1) of the Canada Ports 
, Corporation Act (R.S.C. 1985, c. C-9); 

President and Schedule III, Part II of the Financial 

Chief Executive Officer Administration Act; an agent of 

Captain Alwyn G. Soppitt Her Majesty. 

Head Office Mandate 

133 Prince William Street To administer, manage and control the 

PO Box 6429, Station A Saint John harbour, and works and 

Saint John NB property within the harbour. 

E2L 4R8 


Telephone: (506) 636-4869 
Facsimile: (506) 636-4443 
eA LNA ET TD 


Corporate Profile 


The Saint John Port Corporation is an autonomous local port corporation that provides 
services for Canada’s international shipping trade in the Saint John harbour. The port’s 
business includes the handling of potash, forest products, salt, petroleum products and 
container traffic. 


Under the Canada Marine Act, which received Royal Assent on June 11, 1998, local port 
corporations will become Canada Port Authorities. These new entities will be non-share- 
capital, shared-governance corporations with municipalities and provinces each 
appointing a member to the board of directors, and port users recommending the 
majority. 
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Summary Information 


1997 1996 1995 1994 1993 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 





Total assets Tal) 69.5 64.1 64.1 84.5 
Loans from private sector 0.0 0.0 19.7 19.7 19.7 
Loans from Canada 0.0 0.0 18.1 18.1 18.1 

Shareholder’s equity 65.3 63.9 24.0 23.9 44,2 
Operations 

Revenues 12.5 13.9 12.6 12S 12.1 

Net income 1.5 2.1 0.2 (20.4) (1.7) 





Funding from Canada 





Budgetary (operating and capital expenditures) 0.0 18.1 0.0 0.0 0.0 

Change in budgetary funding -100% - - - -100% 

Non budgetary (loans and investments) 0.0 (18.1) 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 2.0 

Dividends 0.1 0.0 0.0 0.0 0.0 
EMPLOYMENT 24 36 36 36 36 
PERFORMANCE INDICATOR 

Total port cargo (million tonnes) 21.0 21.0 18.8 Pyle 19.6 
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ST. JOHN’S PORT CORPORATION 


Bigg Hein SES ES TT Ee 


Appropriate Minister Auditor 


The Honourable David Collenette, P.C.,M.P. | Doane Raymond 
Minister of Transport 


Incorporation and Status 


Chairperson 1985 by letters patent pursuant to 

Melvin Woodward subsection 25(1) of the Canada Ports 
Corporation Act (R.S.C. 1985, c. C-9); 

Port Manager and Schedule III, Part II of the Financial 

Chief Executive Officer Administration Act; an agent of 

Sean Hanrahan Her Majesty. 

Head Office Mandate 

3 Water Street To administer, manage and control the 

PO Box 6178 St. John’s harbour, and works and 

St. John’s NF property within the harbour. 

A1C 5X8 


Telephone: (709) 772-4664 
Facsimile: (709) 772-4689 
E-mail: sjpc.richard @ns.sympatico.ca 
LEGG LL A a 


Corporate Profile 


The St. John’s Port Corporation is an autonomous local port corporation that provides 
services for Canada’s international shipping trade in St. John’s harbour. The port’s 
business includes the handling of containerized general cargo, new vehicles and 
petroleum products. 


Under the Canada Marine Act, which received Royal Assent on June 11, 1998, local port 
corporations will become Canada Port Authorities. These new entities will be non-share- 
capital, shared-governance corporations with municipalities and provinces each 
appointing a member to the board of directors, and port users recommending the 
majority. 
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Summary Information 


1997 1996 1995 1994 1993 


FINANCIAL SUMMARY (§ million); financial year ending December 31 
Financial Position 


Total assets 18.1 17.6 16.8 16.5 16.3 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity e3 16.7 16.1 Sef 15.4 
Operations 

Revenues 3.4 3.4 3.2 3:3 3.4 
Net income 0.6 0.6 0.4 0.4 0.5 
Funding from Canada 

Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding = : : 2 P 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 


Payments to Canada 





Loan repayments 0.0 0.0 0.0 0.0 1.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 16 13 14 13 13 


PERFORMANCE INDICATOR 
Total port cargo (thousand tonnes) 954.0 832.0 866.0 942.0 860.0 
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ST. LAWRENCE SEAWAY AUTHORITY, THE 


ee 


Appropriate Minister Auditor 
The Honourable David Collenette, P.C., M.P. Auditor General of Canada 


Minister of Transport 
Incorporation and Status 


President 1954 pursuant to section 3 of the 

Michel Fournier St. Lawrence Seaway Authority Act 
(R.S.C. 1985, c. S-2); Schedule III, 

Head Office Part I of the Financial Administration 

Place de Ville, Tower B Act; an agent of Her Majesty. 

Suite 500 

112 Kent Street Mandate 

Ottawa ON To construct, operate and maintain 

KIP3P2 canals, bridges, works and other 

Telephone: (613) 598-4600 property related to the deep waterway 

Facsimile: (613) 598-4620 . between the Port of Montreal and 

Web site: www.seaway.ca Lake Erie, which is known as the 


St. Lawrence Seaway. 
Gp SOLA ELL 


Corporate Profile 


The St. Lawrence Seaway Authority constructed the St. Lawrence Seaway and operates it 
in conjunction with an authority in the United States. It 1s responsible for 13 locks in 
Canadian territory and four high-level bridges traversing the St. Lawrence River. Two 
locks in the United States are operated by the St. Lawrence Seaway Development 
Corporation. Tolls may be established by filing with the Canadian Transportation Agency 
or by agreement between Canada and the United States. 


A wholly owned subsidiary, The Seaway International Bridge Corporation, Ltd., was 
established in 1962. It manages the international bridge at Cornwall, Ontario. Two 
bridges in Montreal are managed by The Jacques Cartier and Champlain Bridges 
Incorporated, which is also a wholly owned subsidiary of The St. Lawrence Seaway 
Authority. The authority administers the Canadian span of the Thousand Islands Bridge. 
A third wholly owned subsidiary, Great Lakes Pilotage Authority, Ltd., has been 
designated as a parent Crown corporation for the purposes of the F inancial 
Administration Act. 


The Canada Marine Act, which received Royal Assent on June 11, 1998, allows the 
Minister of Transport to enter into an agreement with a not-for-profit corporation that 
accords a major role to seaway users or with any other person or body established under 
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an international agreement. On October 2, 1998, operational responsibility for the Great 
Lakes/St. Lawrence Seaway system was transferred to the St. Lawrence Seaway 
Management Corporation, a private-sector corporation. 


The St. Lawrence Seaway Authority is to be dissolved on the date fixed by the Governor 
in Council. Its subsidiary bridge corporations will be converted to parent Crown 
corporations. 


Summary Information 
1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY (§$ million); financial year ending March 31 
Financial Position 


Total assets 613.9 609.8 601.7 592.9 577.8 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 576.8 578.2 Se 570.6 554.1 

Operations 

Revenues 94.0 93.4 88.3 90.6 76.4 
Net income (1.4) PRS) 4.6 17.4 (4.0) 
Funding from Canada 

Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - -100% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 


Payments to Canada 





Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 773 il 730 731 741 


St. Lawrence Seaway Authority, The 





STANDARDS COUNCIL OF CANADA 


iE SR EGE EEL DIE PSE EE GEGEN SE IEE COED TLD SOE TE 


Appropriate Minister Incorporation and Status 

The Honourable John Manley, P.C., M.P. 1970 by the Standards Council of 

Minister of Industry Canada Act (R.S.C. 1996, c. 24); 
Schedule III, Part I of the Financial 

Chairperson Administration Act; not an agent of 

Linda Anne Lusby Her Majesty. 

Executive Director Mandate 

(Vacant) To promote efficient and effective 
voluntary standardization in Canada 

Head Office where standardization is not expressly 

Suite 1200 provided for by law. These activities are 

io Connors tect aimed at advancing the national 

Ottawa ON economy, supporting sustainable 

K1P 6N7 | development, and benefiting the health, 

Telephone: (613) 238-3222 safety and welfare of workers and the 

Facsimile: (613) 995-4564 public. These functions are also intended 


to assist and protect consumers, facilitate 
domestic and international trade, and 
Auditor further international co-operation in 
relation to standardization. 


Web site: www.Scc.ca 


Auditor General of Canada 
EE NT 


Corporate Profile 


The Standards Council of Canada promotes the participation of Canadians in voluntary 
standards activities. It promotes public and private sector co-operation in relation to 
voluntary standardization, and co-ordinates and oversees the efforts of persons and 
organizations involved in the National Standards System. 


The council represents Canada’s interests internationally through its membership in the 
International Organization for Standardization and the International Electrotechnical 
Commission. The council also serves as the repository and focal point for national and 
international standards for distribution to Canadian industry. 
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Summary Information 


1997/98 1996/97 1995/96 1994/95 1993/94 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 





Total assets 4.] 4.2 3.4 Shs) 2.8 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 

Loans from Canada 0.0 0.0 0.0 0.0 0.0 

Shareholder’s equity 2.4 2.4 Pp) 1.9 1.6 

: 

Operations 

Revenues a2 Sal 4.6 4.2 3:3 

Net income 0.0 0.2 0.2 0.4 0.3 

Funding from Canada 

Budgetary (operating and capital expenditures) Dal a Se) 5.4 5.6 

Change in budgetary funding -1% -2% -3% -3% -4% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 70 72 72 68 60 
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VANCOUVER PORT CORPORATION 


EG NE eG AUR EN 


Appropriate Minister Auditor 
The Honourable David Collenette, P.C., M.P. KPMG 
Minister of Transport 
Incorporation and Status 


Chairperson 1983 by letters patent of incorporation 

Carole Taylor pursuant to subsection 25(1) of the 
Canada Ports Corporation Act 

President and (R.S.C. 1985, c. C-9); Schedule IIL, 

Chief Executive Officer Part II of the Financial Administration 

Captain Norman C. Stark Act; an agent of Her Majesty. 

Head Office Mandate 

1900 Granville Square To administer, manage and control the 

200 Granville Street Vancouver harbour, and works and 

Vancouver BC property within the harbour. 

V6C 2P9 


Telephone: (604) 666-3226 
Facsimile: (604) 666-1207 
Web site: www.portvancouver.com 
OS AAR ROG oR A a 


Corporate Profile 


The Vancouver Port Corporation is an autonomous local port corporation that provides 
the services necessary for Canada’s international shipping trade in the Vancouver 
harbour. The port handles coal, grain, sulphur, potash, pulp and lumber, as well as cruise 
traffic. 


Under the Canada Marine Act, which received Royal Assent on June 11, 1998, local port 
corporations will become Canada Port Authorities. These new entities will be non-share- 
capital, shared-governance corporations with municipalities and provinces each 
appointing a member to the board of directors, and port users recommending the 
majority. In the case of the Vancouver Port Authority, an additional director will be 
appointed by the provinces of Alberta, Saskatchewan and Manitoba acting together. 


ce 
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Summary Information 


1997 1996 1995 1994 1993 


FINANCIAL SUMMARY (§$ million); financial year ending December 31 
Financial Position 

















Total assets 335 Sleieis// 447.6 382.9 366.9 

Loans from private sector 134.6 13569 44.2 0.0 0.0 

Loans from Canada 0.0 iy) Pil 2.4 2.7 

Shareholder’s equity 366.1 361.0 364.8 357.1 344.2 

Operations 

Revenues 79.8 69.0 66.6 66.3 60.2 

Net income Dell (0.5) 12.1 15.8 i a 

Funding from Canada 

Budgetary (operating and capital expenditures) 0.0 0.0 0.0 0.0 0.0 

Change in budgetary funding - - - - - 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments Ney 0.4 0.3 0.3 0.3 

Dividends 0.0 Bye) 4.4 3.0 6.6 
EMPLOYMENT 179 180 181 145 145 
PERFORMANCE INDICATOR 

Total port cargo (million tonnes) (3 72.0 TAS 67.6 60.7 


Vancouver Port Corporation 








VIA RAIL CANADA INC. 


Ferree te Sane ee ee ee ee 


Appropriate Minister Auditor 

The Honourable David Colienette, P.C., M.P. | Raymond Chabot Grant Thornton 

Minister of Transport Auditor General of Canada 

Chairperson Incorporation and Status 

Marc LeFrancois 1977 under the Canada Business 
Corporations Act; Schedule II, Part I 

President and of the Financial Administration Act; not 

Chief Executive Officer an agent of Her Majesty. 

Roderick J. Morrison Reercinte 

Head Office To manage and provide a safe and 

6th Floor efficient passenger rail service. 


2 Place Ville-Marie 
PO Box 8116, Station A 
Montreal QC 
H3C 3N3 
Telephone: (514) 871-6000 
Facsimile: (514) 871-6619 
Web site: www. viarail.ca 
SEER aL I YL YA 


Corporate Profile 


VIA Rail Inc. is Canada’s national passenger rail company. Since its creation in 1978, the 
corporation has operated passenger trains on a cross-Canada network stretching from the 
Atlantic Ocean to the Pacific Ocean and from the Great Lakes to Hudson Bay. The 
company’s network comprises 14,000 kilometres of track carrying 430 trains per week. 


In 1997, with approximately 3,000 employees, VIA Rail Inc. operated 429 trains weekly 
serving more than 400 communities across the country, carried 3.8 million passengers, 
and earned $190.5 million in total operating revenues. 


In January 1998, the Minister of Transport asked the Standing Committee on Transport 
(SCOT) to review the passenger rail system and examine creative ways to revitalize VIA 
Rail. Following extensive stakeholder and public consultation, SCOT tabled its report 
entitled The Renaissance of Passenger Rail in Canada in the House of Commons on 
June Loos: 
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Following the release of the report, the Minister of Transport announced on October 21, 
1998, that Transport Canada and VIA Rail will be working together over the coming 
months to prepare a strategic long-term business plan that will outline VIA’s route 
network, levels of service, funding requirements and proposals for equipment renewal. 
To help control costs and improve VIA Rail’s overall service, the federal government 
will also encourage public/private partnerships and consider franchising certain VIA 
routes to the private sector. 


Summary Information 
1997 1996 1995 1994 1993 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 

















Total assets 688.1 eS) 783.4 790.4 812.5 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 563.0 591.0 640.5 626.9 640.9 
Operations 
Revenues 190.6 184.5 175.0 176.4 164.2 
Net income (44.5) (70.1) (26.1) (39.3) (47.5) 
Funding from Canada 
Budgetary (operating and capital expenditures) 228.7 245.2 295.4 318.2 348.1 
Change in budgetary funding -1% -17% -1% -9% -10% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 2,969 3,000 Sylihs: 3,718 4,131 
PERFORMANCE INDICATORS 

Passengers (000) 3,765 3,666 35097 3,586 3,570 
Passenger miles (000,000) 884.0 892.0 859.0 834.0 820.0 
Government operating funding per passenger 

mile (cents) 24.0 252 29.8 39.1 41.0 
Average passenger load factor (%) 58.0 59.0 61.0 60.0 59.0 
On-time performance (%) 84.0 84.0 86.0 87.0 90.0 
Revenue/cash operating expenses ratio (%) 49,3 47.3 44.0 40.2 33.8 
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Corporate Holdings 


CORPORATE HOLDINGS 


This chapter presents information on Crown 
corporations and their corporate holdings as 
of August 31, 1998. The information is 
provided in three parts: 


Statistical Summary shows the number of 

parent Crown corporations, subsidiaries and 
associates on a comparative basis with those 
of the previous year. 


Changes During the Year shows the 
changes that have occurred in each parent 
Crown corporation’s subsidiaries and 
associates between August 31, 1997 and 
August 31, 1998. 


Crown Corporations’ Corporate Holdings 
contains a comprehensive list of parent 
Crown corporations and their subsidiaries 
and associates. 
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STATISTICAL SUMMARY 


Number of Parent Crown Corporations, Their Wholly Owned 


Subsidiaries, and Other Subsidiaries and Associates 
(as of August 31) 


Parent Crown corporations 





Wholly owned subsidiaries 


Other subsidiaries and associates 














CHANGES DURING THE YEAR 


Canada Development Investment Corporation 
Theratronics International Limited and its subsidiary Deleted 
- Meicor Inc. (65%) Deleted 
Canada Lands Company Limited 
Canada Lands Company Limited 


(Vieux-Port-de-Québec) Inc. Deleted 
CLC Downsview Inc. Added 
CN Tower Limited Deleted 

Canada Pension Plan Investment Board Added 


Canada Post Corporation 
2717786 Canada Inc. Deleted 





Corporate Holdings 


CROWN CORPORATIONS’ CORPORATE HOLDINGS 








1. Atlantic Pilotage Authority = 
2. Atomic Energy of Canada Limited 

Subsidiaries held at 100% 

¢« AECL Technologies B.V. 

° AECL _ Technologies Inc. 


3. _ Bank of Canada 


4. Business Development Bank of Canada 








Associate held at less than 50% 
° _ Cominco Ltd.'! 





5. Canada Council 
6. Canada Deposit Insurance Corporation oF 
7. Canada Development Investment Corporation 











Subsidiaries held at 100% Associate held at less than 50% 
¢ Canada Eldor Inc. ¢ Varity Corporation! 
¢ Canada Hibernia Holding Corporation and its 

associate 


- Hibernia Management and Development 
Company Ltd. (8.5%) 


8. Canada Lands Company Limited 


Subsidiaries held at 100% 

¢ 3148131 Canada Limited’ 

¢ Canada Lands Company CLC Limited 
¢« CLC Downsview Inc.’ 

* Old Port of Montreal Corporation Inc." 


9. Canada Mortgage and Housing Corporation 














10. Canada Pension Plan Investment Board 
11. Canada Ports Corporation 


Subsidiary held at 100% 
> Ridley Terminals Inc. 











» Corporate Holdings 143 














12. Canada Post Corporation 


Subsidiaries held at 100% Associates held at less than 50% 
¢ 2875039 Canada Limited ¢ Cooperative Vereniging 
* 2875047 Canada Limited International Post Corporation 
* 3106900 Canada Inc. U.A. (6.2%) and its subsidiaries 
* Canada Post Systems Management Ltd. - IPC Technology S.C. (96%) 
* Canada Post Holdings and its subsidiary - IPC Unipost S.C. (96%) 

- PCL Courier Holdings Inc. (75%) and its 

subsidiaries 


- 964102 Ontario Inc. (100%) 


- Purolator Courier Ltd. (100%) and its 
subsidiaries 


- Canadian Teleservices Corporation 
(100%) 


- Distribution Management Services Inc. 
(100%) 


- Purolator Customs Services Ltd. (100%) 
Supercourier (1987) Ltd. (100%) 





13. Canadian Broadcasting Corporation 


Associates held at less than 50% 


¢ Cable North Microwave 
Limited (1 share) 


¢ Master FM Limited (20%) 
¢ Visnews Limited (1 share) 





14, Canadian Commercial Corporation 





15. Canadian Dairy Commission 





16. Canadian Film Development Corporation 
17. Canadian Museum of Civilization 


18. Canadian Museum of Nature 
19. Canadian Race Relations Foundation 














20. Canadian Wheat Board, The 


Ze Cape Breton Development Corporation 
Subsidiary held at 100% 
* Cape Breton Carbofuels Limited? 

















Corporate Holdings 


af de 
23. 


24. | 





25. 





Defence Construction (1951) Limited 





Enterprise Cape Breton Corporation 


Subsidiaries held at 100% Associates held at less than 50% 
¢ Cape Breton Marine Farming Limited’ ¢ Bell Bray Golf Developments 
¢« DARR (Cape Breton) Limited? Incorporated 
¢ Gulf Bras DOr Estates Limited’ * Canadian Tennis Technology 
Limited 
¢ General Mining Building 
Limited 


¢ Lynwood Inn Limited 
° _ Silver Screen Star Limited 





Export Development Corporation 
Subsidiary held at 100% 
° Exinvest Inc. 


Farm Credit Corporation 














26. 


Freshwater Fish Marketing Corporation 





27. 


Great Lakes Pilotage Authority, Ltd. 








28. 


Halifax Port Corporation ‘Ca 





29. 








International Development Research Centre — 





308 
sie 








Laurentian Pilotage Authority 
Marine Atlantic Inc. 








32. 


Montreal Port Corporation 


Subsidiary held at 100% 
¢ 176422 Canada Inc. 





33. 





National Arts Centre Corporation| = 





34. 





National Capital Commission 





35. N 
36. 
37. 


National Gallery of Canada 
National Museum of Science and Technology _ ; 
Pacific Pilotage Authority 











38. P 
39. 
40. 





Petro- Canada Limited 
Port of Quebec Corporation 
Prince Rupert Port Corporation 














41. 


Queens Quay West Land Corporation 
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42. Royal Canadian Mint: 





43. Saint John Port Corporation 





44: St. John’s Port Corporation 





45. St. Lawrence Seaway Authority, The 
Subsidiaries held at 100% 
¢ Great Lakes Pilotage Authority, Ltd.° 
* The Jacques Cartier and Champlain Bridges Incorporated 
- The Seaway International Bridge Corporation, Ltd. 
46. Standards Council of Canada 
47. Vancouver Port Corporation 


Subsidiary held at 100% 
- Canada Place Corporation 











48. VIA Rail Canada Inc. 








' Only non-voting preferred shares are held. 
> Inactive corporation. 
> Incorporated in July 1998, but not operational as of August 31, 1998. 


* Old Port of Montreal Corporation Inc., a wholly owned subsidiary of the Canada Lands Company 
Limited, has been directed by Order in Council (P.C. 1987/86) to report as if it were a parent Crown 
corporation. 


> Not included in the statistical summary of wholly owned subsidiaries. Pursuant to the Pilotage Act, the 
Financial Administration Act (FAA) applies to the Great Lakes Pilotage Authority as if it were a parent 
Crown corporation within the meaning of the FAA. 
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» Other Corporate Interests 


OTHER CORPORATE 
INTERESTS 


This chapter provides information on: 


¢  share-capital corporations partially owned 
by the federal government; 


* corporations without share capital (for 
example, not-for-profit corporations) for 
which the government has a legal right to 
appoint, or approve the appointment of, at 
least one member to the board of directors 
or other governing body; and 


* organizations formed pursuant to an 
international agreement where the federal 
government holds shares in the 
organization or has a right to appoint, or 
approve the appointment of, some number 
of members to the governing body. 


For share-capital corporations, the listing 
shows the degree of federal ownership. For 
non-share-capital corporations, this year’s 
listing has been modified to include fractions 
showing the number of federally appointed 
board members over the total number of board 
members. 


This new feature is intended to illustrate the 
degree of federal influence over an entity in 
cases where control cannot be expressed in 
terms of share ownership. Thus, in this context, 
a ‘federal appointee” may be an individual 
appointed by Order of the Governor in Council 
or by any one of a number of other 
mechanisms. Examples of such mechanisms 
may include appointment by a minister or by a 
Crown corporation. Federal public servants 
occupying board positions on an ex officio 
basis are also counted as federal appointees for 
these purposes. 


147 


Corporations named in this chapter are grouped as follows:' 


Mixed Enterprises 


Corporate entities whose shares are partially owned by Canada, through a minister. Private- 
sector parties own the remaining shares. 


Joint Enterprises 


Corporate entities whose shares are partially owned by Canada, through a minister. The balance 
of shares is owned by another level of government. 


International Organizations 


International organizations are corporate entities created pursuant to international 
agreements under which Canada holds shares or has a right to appoint or elect some 
number of members to a governing body. 


Other Entities 


This category includes corporate entities in which Canada holds no shares but, either 
directly or through a Crown corporation, has a right pursuant to statute, articles of 
incorporation, letters patent or by-law, to appoint or nominate one or more members to 
the governing body. 


Corporations under the terms of the Bankruptcy and 
Insolvency Act 


This group includes corporate entities whose shares are partially owned by Canada 
following receipt by a trustee in bankruptcy. 


' This chapter does not include departmental corporations such as the Canadian Food Inspection Agency. Although they are similar 
to Crown corporations in that they are wholly owned by the federal government, departmental corporations are specifically 
excluded from the Financial Administration Act (FAA) definition of a “Crown corporation”. Instead, departmental corporations are 
defined as departments under the FAA and, as such, are subject to a different accountability regime. 





Other Corporate Interests 


NUMBER OF OTHER CORPORATE INTERESTS 


Year-Over-Year Comparison 


| 


Other Corporate Interests of Canada | March 31, 1998 | March 31, 1997 


Hi 
j 
i 


Mixed enterprises 


Joint enterprises 


International organizations 








Other entities 








Corporations under the terms of the Bankruptcy 
and Insolvency Act 





OTHER CORPORATE INTERESTS - ADDITIONS AND DELETIONS 
During the year ending March 31, 1998 


Mixed Enterprises 


National Sea Products Limited Deleted 
Joint Enterprises No Additions or 
Deletions 


International Organizations 


Great Lakes Fishery Commission Deleted 
International Pacific Halibut Commission Deleted 
Pacific Salmon Commission Deleted 


Other Entities 


1997 Brandon Canada Games Society Inc. Deleted 
2001 London Alliance Canada Summer Games Host Society Inc. Added 
Calgary Airport Authority Added 
Canada-Alberta Beef Industry Development Fund Added 
Canada-Alberta Hog Industry Development Fund Added 
Canada-Alberta Sugar Beet Industry Development Fund Added 
Canada-Manitoba Agri-Food Research and Development 

Initiatives Added 
Canada-Newfoundland Agri-Food Innovation Fund Added 
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Canadian Centre for Swine Improvement (CCSI) Deleted 


Canadian Dairy Network (CDN) Deleted 
Canadian Fitness and Lifestyle Research Institute Deleted 
Canadian Sport and Fitness Administration Centre Deleted 
Charlottetown Airport Authority Inc. Added 
Club Export Agro-alimentaire du Québec Deleted 
Conseil pour le développement de I’ agriculture du Québec Added 

(CDAQ) 
Fonds québécois d’ adaptation des entreprises agroalimentaires Added 
Gander International Airport Authority Added 
Greater Fredericton Airports Authority Inc. Added 
Inno-Centre Deleted 
New Brunswick Biotechnology and Technological Innovation 

Centre of Excellence Inc. (BioAtlantech) Added 
Nova Scotia Apple Industry Development Fund Added 
Nova Scotia Research and Development for Grain and Forage Added 
Nova Scotia Technology Development 2000 Added 
Ontario Safety Net Research and Development Fund Added 
Regina Airport Authority Added 
Saint John Airport Inc. Added 
Saint John Airport Transition Team Deleted 
St. John’s International Airport Authority Added 
St. John’s Regional Airport Planning Group Deleted 


Corporations held under the terms of the 
Bankruptcy and Insolvency Act 


Canadian Manoir | Added 
Caoutech Added 
Exploration Boréale Inc. Added 
Goldenhill Cattle Company Ltd. Added 
Madison Partners Limited Added 
N. Brunswick Rasakti Inc. Added 
Omnitech Migration International Inc. Added 
O-Tooz Energie Group Inc. Added 
The Vivant Group Inc. Added 
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MIXED ENTERPRISES 





Responsible Minister 


Corporation’s Name Head Office 
and Role Information 
Minister of Finance 
Petro-Canada 
To enhance shareholder’s 52nd Floor 
value through development, West Tower 


production and distribution of 150-6th Ave. SW 
hydrocarbons and other types Calgary AB 
of fuel and energy. 2P3E3 

(403) 296-8000 


Minister of Natural Resources 


NPM Nuclear Project Managers Canada Inc. 


Nuclear project and 22° étage 
construction management. To 2020, rue Université 
transfer this activity to the Montréal QC 
private sector. H3A 2A5 

(514) 288-1990 


Other Corporate Interests 


Statutory 
Authority and 
Year Incorporated 


Canada Business 
Corporations Act, 
1975 


Canada Business 
Corporations Act, 


1982 


Fiscal Year End 
Total Assets (A) 
Liabilities (L) 
Auditor 


Federal 
- Ownership 


December 31 

A = $8.34B 
L=.92938 
Arthur Andersen 
& Company 


March 31 17% 
A = $28.6M 

L = $24.6M 

Price Waterhouse 





JOINT ENTERPRISES 





Fiscal Year End 


Responsible Minister _ Statutory Total Assets (A) 
Corporation’s Name Head Office Authority and Liabilities (L) Federal 
and Role Information Year Incorporated Auditor Ownership 





Minister of Industry and Minister responsible for Canada Economic 
Development 


Société du parc industriel et portuaire Québec-Sud 


To promote the development Bureau 101 Special act of the March 31 40% 
of an industrial and port park 229-A, rue Saint-Omer Quebec Government A =$2.5M 

in the city of Lauzon in order Lévis QC (1974) E=30 

to provide a venue for major G6N 6N4 Auditor General 

industrial projects. To (418) 833-5925 of Quebec 


administer this industrial and 
port park. 
Minister of Industry and of Western Economic Diversification 


North Portage Development Corporation & The Forks Renewal Corporation 


To foster the social and 201- One Forks Manitoba March 31 33.3% 
economic redevelopment of Market Road Corporations A = $128.1M 

the North Portage area in Winnipeg MB Act, 1983 335M 

Winnipeg. R3C 4L9 Deloitte & Touche 


(204) 943-7752 
Minister of Natural Resources 


Lower Churchill Development Corporation Limited 


To establish a basis for the P.O. Box 12700 Newfoundland December 31 49% 
development of all or part of St. John's NF Companies A = $30M 

the hydroelectric potential of A1B 3T5 Act, 1978 Le o0 

the Lower Churchill basin (709) 737-1400 Ernst & Young 


and the line transmission of 
this energy to markets. 
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INTERNATIONAL ORGANIZATIONS 








Federal 
Responsible Minister Statutory Ownership 
Corporation’s Name Head Office Authority and or Board 
and Role Information Year Incorporated Auditor Appointees' 
Minister of the Environment 
International Lake Memphremagog Levels Board 
A forum for dispute resolution —_a/s EC, The Board was n/app 1/2 
regarding the regulation of the Région du Québec created pursuant to 
levels of Lake Bureau 300 an agreement 
Memphremagog in 100, boul. Alexis-Nihon between the 
accordance with international St-Laurent QC governments of 
obligations and federal and H4M 2N8 Canada and the 
provincial legislation. (514) 283-1628 U.S.A. 
International Lake of the Woods Control Board 
Lake of the Woods is an a/s EC, Service de The Board was n/app 1/2 
international boundary water. conservation de created pursuant to 
The Lake of the Woods environnement Section 2 of the 
Control Board is responsible 4° étage Lake of the Woods 
for the regulation of levels in 351, boul. Saint-Joseph Control Board Act 
the Lake of the Woods and Hull QC and is further 
Lac Seul and flows in the K1A 0H3 mandated by the 
Winnipeg and English Rivers (819) 997-2529 Canada-U.S. 
downstream of these lakes to Boundary Waters 
their junction, in accordance Treaty (Convention 
with international obligations and Protocol, 1925). 
and federal and provincial 
legislation. 


n/app = not applicable 


' For share-capital corporations, a percentage value represents the degree of federal ownership. For entities without share capital, a fraction 
shows the number of federally appointed members of the entity’s board or governing body over the total number of board members. 


_@ Other Corporate Interests 153 








INTERNATIONAL ORGANIZATIONS 








Federal 
Responsible Minister Statutory Ownership 
Corporation’s Name Head Office Authority and or Board 
and Role Information Year Incorporated Auditor Appointees 
Minister of the Environment (continued) 
International Niagara Committee 
To determine the amount of c/o EC, Ontario Region The Niagara n/app 1/2 
water available for the P.O. Box 5050 Diversion Treaty, 
purposes of the Treaty and to 867 Lakeshore Road 1950 as 
record the amounts of water Burlington ON administered by the 
used for power diversions. L7R 4A6 Department of 
(905) 336-4713 Foreign Affairs and 

International Trade 

and the U.S. State 

Department 
International Porcupine Caribou Board 
The Board makes clo EC Agreement signed n/app 4/8 
recommendations and Pacific and Yukon by the U.S.A. and 
provides advice on those Region Canada on the 
aspects of the conservation of | Canadian Wildlife Conservation of the 
the Porcupine Caribou Herd Service Porcupine Caribou 
and its habitat that require 91782 Alaska Hwy. Herd, 1987 
international co-ordination. Whitehorse YT 

Y1A 5B7 


(867) 393-6700 


North American Commission for Environmental Cooperation — Joint Public Advisory Committee 


The committee provides Piéce 200 The Committee was _ n/app S/15 
advice to the Council of the 393, rue Saint-Jacques O created pursuant to 

North American Commission Montréal QC the North American 

for Environmental H2Y 1N9 Agreement on 

Cooperation on matters within (514) 350-4300 Environmental 

the scope of the North Cooperation 


American Agreement on 
Environmental Cooperation, a 
“side agreement” to the North 
American Free Trade 
Agreement. 
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INTERNATIONAL ORGANIZATIONS 


Federal 
Responsible Minister Statutory Ownership 
Corporation’s Name Head Office Authority and or Board 
and Role information Year Incorporated Auditor Appointees 

Minister of Finance 
European Bank for Reconstruction and Development 
To develop a vibrant private One Exchange Square European Bank for — Arthur 3.66% 
sector and to help foster the London, England Reconstruction Andersen 
transition from centrally BQZA2EH and Development 
planned economies to market 44-171-338-6000 Agreement Act, 
economies in the new Europe. 199] 
International Bank for Reconstruction and Development 
To assist in the reconstruction 1818 H Street NW Bretton Woods and Price 2.96% 
and development of territories | Washington, DC Related Waterhouse 
of member countries. 20433 U.S.A. Agreements Act, 

(202) 623-1000 1945 
International Development Association 
To promote economic 1818 H Street NW Articles of Price 3.01% 
development, increase Washington, DC Agreement, 1960, Waterhouse 
productivity and thus raise 20433 U.S.A. International 
standards of living in the less (202) 477-1234 Development 
developed areas of the world. Association Act, 

1960 

International Finance Corporation 
To further economic 2121 Pennsylvania Articles of Price 3.65% 
development by encouraging Avenue Agreement; Waterhouse 
the growth of productive Washington, DC Vote 731, 
enterprises in member 20433 U.S.A. Appropriation Act 
countries, supplementing the (202) 473-1234 No. 6, 1956 


activities of the International 
Bank for Reconstruction and 
Development. 
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Federal 
Responsible Minister Statutory Ownership 
Corporation’s Name Head Office Authority and or Board 
and Role Information Year Incorporated Auditor Appointees 
Minister of Finance (continued) 
International Monetary Fund 
To promote economic welfare 700 19th St. NW Agreement signed External 2.97% 
by encouraging the expansion Washington, DC by member Audit 
of trade, the maintenance of 20451. US. countries, 1945 Committee 
orderly exchange (202) 623-7430 
arrangements, and the 
reduction of balance of 
payments. 
Multilateral Investment Guarantee Agency 
To encourage the flow of 1818 H Street NW Bretton Woods and Price 2.97% 
investments for productive Washington, DC Related Agreements | Waterhouse 
purposes among member 20433 U.S.A. Act, 1988 
countries, thus supplementing (202) 477-6167 
the activities of the 
International Bank for 
Reconstruction and 
Development, the 
International Finance 
Corporation and other 
international development 
finance institutions. 
Minister of Foreign Affairs 
African Development Bank 
To contribute to the economic —_O1, Box 1387 Agreement signed Deloitte & 3.16% 
development and social Abidjan 01 by member Touche; and 
advancement of the member Ivory Coast countries, 1963 and Akintola 
countries, individually and Africa the /nternational Williams 
collectively. To contribute to 01 1-225-20-44-44 Development and Hussan 
the achievement of Canada’s (Financial Inc. 
development assistance, Institutions ) 
foreign policy and trade Continuing 


objectives in Africa. 
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Minister of Foreign Affairs (continued) 
Asian Development Bank 
To promote the economic and __— P.O. Box 789 Agreement signed Deloitte & 5.38% 
social advancement of 1099 Manila by member Touche 
developing country members. Philippines countries, 1965 and 
To contribute to the 011-632-711-3851 the International 
achievement of Canada’s Development 
development assistance, (Financial 
foreign policy and trade Institutions) 
objectives in Asia. Continuing 

Assistance Act 
Caribbean Development Bank 
To contribute to the P.O. Box 408 Agreement signed Price 8.97% 
harmonious economic growth _Wilday, St. Michael by member Waterhouse 
and development of the Bridgetown countries, 1969 and 
member countries, and Barbados the International 
integration among them, 1-8-246-429-3550 Development 
having special and urgent (Financial 
regard to the needs of the less Institutions) 
developed members of the Continuing 
region. To contribute to the Assistance Act 
achievement of Canada’s 
development assistance, 
foreign policy and trade 
objectives. 
Inter-American Development Bank 
To contribute to the 1300 New York Agreement signed Price 4.15% 
acceleration of the process of Avenue NW by member Waterhouse 
economic/social development Washington, DC countries, 1959 and 
of the regional developing 20577 U.S.A. the International 
member countries, (202) 623-1000 Development 
individually or collectively. (Financial 
To contribute to the Institutions ) 
achievement of Canada's Continuing 
development assistance, Assistance Act 
foreign policy and trade 
objectives. 
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Corporation’s Name Head Office Authority and or Board 
and Role Information Year Incorporated Auditor Appointees 
Minister of Foreign Affairs (continued) 
International Boundary Commission 
To maintain the demarcation Room 571 Treaty of n/app 1/2 
and cartographic 615 Booth Street Washington, 1908; 
representation of the land and Ottawa ON International 
water boundary between K1A OE9 Boundary 
Canada and the United States, (613) 995-4341 Commission Act, 
and to regulate all 1960 


construction within three 
metres of the boundary line. 


Minister of Veterans Affairs 


Commonwealth War Graves Commission 


To mark and maintain graves 2 Marlow Road Royal Charter, 1917 Coopers 1/10 
and memorials and keep Maidenhead Lybrand & 

records of the members of the — Berkshire, U.K. Deloitte 

Forces of the Commonwealth SL6 7DX 

who died in the two World (0628) 34221 

Wars. 
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Federally 
Responsible Minister Statutory Appointed 
Corporation’s Name Head Office Authority and Board 
and Role Information Year Incorporated Auditor Members” 
Minister of Agriculture and Agri-Food 
Agriculture Institute of Management in Saskatchewan, Inc. 
To co-operate with the federal Room 125 Section 4(a) of the Mintz & 4/12 
and provincial governments in 3085 Albert Street Department of Wallace 
the implementation of the Regina SK Agriculture and 
Canadian Farm Business S4S OB1 Agri-Food Act 
Management Program in (306) 787-5964 
Saskatchewan. 
Agri-Food Innovation Fund 
To support the development Room 329 The Crown Saskatchewan 6/12 
of emerging primary and 3085 Albert St. Corporations Act, Provincial 
value-added agriculture Regina SK 1993 (Sask.) and Auditor 
sectors by providing S4S OB1 The Agri-Food 
assistance for research, (306) 780-8262 Innovation Act, 
development and 1995 (Sask.) 
infrastructure needs, and to 
facilitate transition to a more 
market driven economy for 
the Saskatchewan agri-food 
industry. 
B.C. Investment Agriculture Foundation (BCIAF) 
To manage the decision P.O. Box 8248 Society Act of the To be 1/13 
making and delivery of British Victoria BC province of British appointed 
Columbia’s allocation of V8W 3R9 Columbia 
adaptation and safety net (250) 356-1830 


funding; to set priorities and 
fund projects that foster long- 
term growth, employment and 
competitiveness of B.C.’s 
agriculture and food industry, 
associated industries and rural 
areas. 


2 This fraction shows the number of federally appointed members of the entity’s board of governing body over the total number of board 
members. 
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Federally 
Responsible Minister Statutory Appointed 
Corporation’s Name Head Office Authority and Board 
and Role Information Year Incorporated Auditor Members 
Minister of Agriculture and Agri-Food (continued) 
Canada-Alberta Beef Industry Development Fund 
To enhance research and Alberta Cattle Canada-Alberta BDO 1/7 
industry development Commission Beef Industry Dunwoody 
activities with the objective of | 215-6715 - 8th Street Development (Calgary) 
promoting the NE Companion 
competitiveness of the beef Calgary AB Agreement, 
industry in Alberta. 2B, Farm Income 
(403) 275-8558 Protection Act 
Canada-Alberta Hog Industry Development Fund 
To enhance research and Alberta Pork Producers Canada-Alberta KPMG 1/7 
industry development Development Hog Industry 
activities with the objective of Corporation Development 
promoting the 10319 Princess Companion 
competitiveness of the hog Elizabeth Ave. Agreement and 
industry in Alberta. Edmonton AB Amending 
PS Gr0xS Agreement, Farm 
(403) 474-8288 Income. Protection 
Act 
Canada-Alberta Sugar Beet Industry Development Fund 
To enhance research and Alberta Sugar Beet Canada-Alberta Dawson, 1/7 
industry development Growers’ Marketing Sugar Beet Industry Berezan & 
activities with the objective of Board Development Partners 
promoting the 4900 - 50th Street Companion (Lethbridge) 
competitiveness of the sugar Taber AB Agreement, Farm 
beet industry in Alberta. TIGiTs Income Protection 
(403) 223-1110 Act 
Canada-Manitoba Agri-Food Research and Development Initiatives 
To initiate, encourage, Administrator Manitoba Canada-Manitoba To be 6/13 
promote, and conduct Association Agri-Food Research appointed 
innovative research and of Agricultural and Development 
development projects that Societies Initiatives 
contribute to the economic Box 72 Companion 
well-being of Canada and Morris MB Agreement, Farm 
Manitoba. ROG 1K0 Income Protection 
(204) 758-3056 Act 
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Federally 
Responsible Minister Statutory Appointed 
Corporation’s Name Head Office Authority and Board 
and Role Information Year Incorporated Auditor Members 
Minister of Agriculture and Agri-Food (continued) 
Canada-Newfoundland Agri-Food Innovation Fund 
To provide financial Department of Forest Canada- Newfoundland 1/4 
assistance to Newfoundland Resources and Newfoundland and Provincial 
farmers for the development Agrifoods Labrador Agri-Food Auditor 
of primary and value-added P.O. Box 8700 Innovation 
agricultural sectors in St. John’s NF Agreement, Farm 
Newfoundland and Labrador. AI1B 4J6 Income Protection 
(709) 729-5090 Act 
Canadian Farm Business Management Council (CFBMC) 
To monitor and provide Suite 1110 Section 4(a) of the Deloitte & PNG 
guidance on the 75 Albert Street Department of Touche 
implementation of the Ottawa ON Agriculture and 
Canadian Farm Business KER SE], Agri-Food Act 
Management Program; (613) 237-9060 
promote and encourage the 
application of sound farm 
business management 
principles and practices; and 
encourage, co-ordinate and 
fund projects undertaken on a 
national, regional, multi- 
provincial or provincial basis. 
Canadian International Grains Institute 
To promote, on a non-profit Suite 1000 Canada Deloitte & 5/5 
basis for the general 303 Main Street Corporations Act, Touche 
advantage of Canada, the Winnipeg MB 17 
development, maintenance R3C 3G7 


and enlargement of Canadian (204) 983-3289 
and international markets for 

Canadian grains and oilseeds 

and the products thereof. 


Other Corporate Interests 161 








OTHER ENTITIES 


eS Cee 


Federally 
Responsible Minister Statutory Appointed 
Corporation’s Name Head Office Authority and Board 
and Role Information Year Incorporated Auditor Members 
Minister of Agriculture and Agri-Food (continued) 
Canadian Livestock Records Corporation 
To perform services for and 2417 Holly Lane Animal Pedigree Ernst & 1/6 
on behalf of members of the Ottawa ON Act, 1988 Young 
fifty Breed Associations. To K1V 0M7 
ensure the maintenance of the (613) 731-7110 
Breed Associations’ Herd 
Books, and to maintain the 
General Stud and Herd Book. 
Centre de développement du porc du Québec Inc. 
To promote the development Bureau 340 3° partie de la Loi Samson 1/19 
and use of new technologies 2795, boul. Laurier sur les compagnies Bélair 
that could improve quality, Sainte-Foy QC du Québec 
efficiency and profitability of | G1V4M7 
the Quebec hog industry, with (418) 650-2440 
respect to environment. 
Conseil de recherches en péche et agroalimentaire du Québec (CORPAQ) 
To advise the Minister of Direction de la Gouvernement du Auditor 1/15 
Agriculture, Fisheries and recherche Québec; Loi sur le General of 
Food Quebec on research and MAPAQ vérificateur général Quebec 
development activities to 200, chemin St. Foy 
encourage dialogue in order to Quebec QC 
help the bio-food sector GIR 4X6 
further the goal of sustainable (418) 646-5774 
development. 
Conseil pour le développement de l’agriculture du Québec (CDAQ) 
To administer the funds 555, boul. Roland- 3° partie de la Loi Groupe 1/11 
allocated to Québec by the Therrien sur les compagnies Mallette 
federal government to the Longueuil QC du Québec Maheu 
agriculture sector under the J4H 3Y9 
Canadian Adaptation and (514) 679-0530 
Rural Development (CARD) 
Fund. 
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Federally 
Responsible Minister Statutory Appointed 
Corporation’s Name Head Office Authority and Board 
and Role Information Year Incorporated Auditor Members 
Minister of Agriculture and Agri-Food (continued) 
Fonds québécois d’adaptation des entreprises agroalimentaires 
To administer the funds Suite 200 3° partie de la Loi Samson, 2113 
allocated to Québec by the 9001, boul. de sur les compagnies Bélair, 
federal government to V Acadie du Québec Deloitte & 
promote the agri-food Montréal QC Touche 
industry’s adaptation to the H4N 3H7 
new situation resulting from (514) 858-2000 
market deregulation and the 
abolition of several traditional 
measures for obtaining 
financial assistance. 
GEAGRI 
To contribute to the 9° étage Gouvernement du. _ Groupe 1/16 
development of agriculture 200 chemin St. Foy Québec : Loi sur Mallette 
management and economy Quebec QC Vinspecteur général Maheu 
through the gathering of GIR 4X6 des institutions 
partners for the realization of (418) 646-5772 financiéres 
activities, tools and services 
suited for customers’ needs. 
Manitoba Crop Diversification Centre (MCDC) 
An industry-led initiative with Box 309 Prairie Farm Myers, afi) 
a mandate to identify, Carberry MB Rehabilitation Act Norris 
evaluate, demonstrate and ROK OHO & Penny 
facilitate the use of new crops, (204) 834-6000 Auditor 
technologies and value added General of 
Opportunities in a sustainable Canada 


agricultural system. MCDC 
has three owned sites and two 
partnership sites representing 
a range of soil and climates. 
Much of the centre’s work is 
carried out in co-operation 
with outside agencies, groups 
and individuals. The centre 
provides a variety of 
assistance for research and 
demonstration activities, 
including technical support 
and use of its facilities and 
land. 
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Year Incorporated 


Minister of Agriculture and Agri-Food (continued) 


New Brunswick Biotechnology and Technological Innovation Centre of Excellence Inc. 


(BioAtlantech) 


To strengthen New 
Brunswick’s rural and 
resource-based economy 
through the development, 
application and 
commercialization of 
biotechnology and 
technological innovations. 


Nova Scotia Apple Industry Development Fund 


To undertake activities to 


enhance the ability of the Nova 


Scotia apple industry to 
compete in the domestic and 
international marketplace. 


NB Dept. of 


Agriculture and Rural 


Development 
P.O. Box 636 
Fredericton NB 
E3B 5A6 
(506) 444-2444 


Nova Scotia 
Department of 
Agriculture & 
Marketing 

MacRae Library 

137 College Rd 

P.O. Bom530 

Truro NS 

B2N 5E3 

(902) 893-6506 


New Brunswick 
Biotechnology 
Centre of Excellence 
Endowment Fund 
Agreement, 
Department of 
Agriculture and 
Agri-Food Act. 


Provincially 
incorporated under 
the laws of the 
Province of New 
Brunswick. 


Canada-Nova Scotia 
Agreement, National 
Transition Scheme 
for Apples in Nova 
Scotia, Schedule B: 
Apple Industry Fund; 
Farm Income 
Protection Act 


Nova Scotia Research and Development for Grain and Forage 


To provide financial assistance 


to Nova Scotia farmers for 


long-term industry-supported 
grain and forage initiatives in 


Nova Scotia. 
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Nova Scotia 
Department of 
Agriculture & 
Marketing 

MacRae Library 

137 College Rd 

P:O2 Boxeo0 

Truro NS 

B2N 5E3 

(902) 893-6506 


Canada-Nova Scotia 
Research and 
Development 
Program for Grain 
and Forage 
Agreement, 

Farm Income 
Protection Act 


Other Corporate Interests 


Federally 
Appointed 
Board 
Auditor Members 
Teed, 1/19 
Saunders, 
Doyle Co. 
(Fredericton) 
To be 2/11 
appointed 
To be 1/5 
appointed 
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Head Office 
Information 


Statutory 
Authority and 
Year Incorporated 


Minister of Agriculture and Agri-Food (continued) 


Nova Scotia Technology Development 2000 


To provide financial assistance 
to Nova Scotia farmers for 
long-term industry-supported 
agricultural research in Nova 
Scotia. 


Nova Scotia 
Department of 
Agriculture & 
Marketing 

MacRae Library 

137 College Rd 

P.O. Box 550 

Truro NS 

B2N 5E3 

(902) 893-6506 


Ontario Agriculture Training Institute (OATI) 


To co-operate with the federal 
and provincial governments in 
the implementation of the 
Canadian Farm Business 
Management Program in 
Ontario. 


Suite 405 

49] Eglinton 
Avenue W. 

Toronto ON 

MSN 1A8 

(416) 485-3677 


Canada-Nova Scotia 
Research Technology 
2000 Development 
Agreement, 

Farm Income 
Protection Act 


Section 4(a) of the 
Department of 
Agriculture and 
Agri-Food Act 


Ontario Safety Net Research and Development Fund 


To improve the long-term 
competitive position and 
increase the diversity of the 
Ontario agriculture and food 
sector. The fund is 
administered by the Ontario 
Agricultural Adaptation 
Council (OAAC),. 


POS Pilot Plant Corporation 


To be a practical world-class 
research and development 
facility for Canadian and 
international industry so that 
secondary and tertiary industry 
can be started and developed in 
Canada. 


e 
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c/o Ontario Fruit and 
Vegetable Growers’ 
Association 

Unit 103 

355 Elmira Rd, 

Guelph ON 

NIK 1S5 

(519) 763-6160 


118 Veterinary Rd. 
Saskatoon SK 
S7N 2R4 

(306) 975-7066 


Agricultural and 
Horticultural 
Organizations Act, 
Province of Ontario 
Kis. OF 19905 CAL 9: 
Provincially 
incorporated in 1995. 


Canada 
Corporations Act, 
1973 


Auditor 


To be 
appointed 


Deloitte & 
Touche 


Hillson and 
Co: 
(Guelph) 


KPMG Peat 
Marwick 
Thorne 





Federally 
Appointed 
Board 
Members 


1/3 


NG) 


Ae 


2/18 
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and Role information Year Incorporated Auditor Members 
Minister of Agriculture and Agri-Food (continued) 
Western Grains Research Foundation 
To initiate, encourage, support 118 Veterinary Rd. Canada Coopers & 1/18 
and conduct research into grain Saskatoon SK Corporations Act, Lybrand 
production and into economic STN 2R4 1981 
and market development of (306) 975-0060 


erain products. 


Minister of Canadian Heritage 


1999 Corner Brook Canada Winter Games Host Society 


To plan, organize and stage the P.O. Box 1999 The Corporations Doane 1/14 
1999 Canada Winter Games. Corner Brook NF Act (Newfoundland) Raymond 
A2H 6T2 1995 


(709) 637-1999 


2001 London Alliance Canada Summer Games Host Society Inc. 


To plan, organize, manage, Suite 1600 The Corporations To be 1/10 
promote, finance, conduct, 275 Dundas Street Act (Ontario) 1997 appointed 

operate and supervise the 2001 London ON 

Canada Games on behalf of N6B 3L1 

Canada, the Province of (519) 640-8030 


Ontario, The London Alliance 
and the Canada Games Council 
and other complementary 
purposes. 


Association for the Export of Canadian Books 


To promote the export of Suite 1101 Canada Robert B. JAW 
Canadian books. To administer —_1 Nicholas St. Corporations Act, Shortley 

the export budget for the Ottawa ON 172 

Department of Canadian KIN 7B7 

Heritage’s Book Publishing (613) 562-2324 

Industry Development 

Program. 
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Head Office 
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Statutory 


Authority and 
Year Incorporated 


Minister of Canadian Heritage (continued) 


Calgary Olympic Development Association 


To foster the development of 


Canadian athletics, administer Road SW 
the Olympic Endowment Calgary AB 
Funds, and operate and T2M 4N3 


maintain Canada Olympic (403) 247-5416 


Park. 


Canada Games Council 


To provide a major national 1600 James 
multi-sport event for the best Naismith Drive 
young athletes in all provinces Gloucester ON 
and territories. KIB 5N4 

(613) 748-5799 


Canada Television and Cable Production Fund 


To increase the broadcast Suite 802 
presence of high quality 45 Charles St. E. 
Canadian programs and to Toronto ON 
enhance the Canadian M4Y 1S2 


broadcasting and production (416) 975-4941 


sector. 


Coaching Association of Canada 


To improve the formal 1600 James 
training of coaches through Naismith Drive 
the National Coaching Gloucester ON 
Certification Program and K1B 5N4 


related programs, and to (613) 748-5624 
consolidate a profession of 

coaching that will ensure that 

job opportunities are matched 


by qualified candidates. 


88 Canada Olympic 


Society Act of 
Alberta, 
1979 


Canada 


Corporations Act, 


199] 


Canada 


Corporations Act, 


Part II, 1996 


Canada 


Corporations Act, 


197] 


Federally 
Appointed 
Board 
Auditor Members 
Price 1/20 
Waterhouse 
Deloitte & 3/14 
Touche 
KPMG 3/16 
Ouseley 4/12 
Hanvey 
Clipsham 
Deep 
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Corporation’s Name Head Office Authority and Board 
and Role Information Year Incorporated Auditor Members 
Minister of Canadian Heritage (continued) 
Commonwealth Centre for Sport Development 
To establish and operate a 4636 Elk Drive Society Act of B.C., Norgaard, 1/13 
multi-sport development Victoria BC 1988 Neale, 
centre, dedicated to developing V8Z5M1 Campden 
standards of high performance (250) 744-3538 
and competitive excellence in 
athletes and coaches, within 
domestic and international 
amateur sports. 
Le Consortium de télévision Québec Canada Inc. (TV5) 
Promote the French language Bureau 101 Canada Samson 3/20 
throughout the world througha —- 1755, Boul. René- Corporations Act, Bélair 
specialty television service. Lévesque E Part Ul, 199% Deloitte & 
Montreal QC Touche 
H2K 4P6 
(514) 522-5322 
National Sport Centre — Calgary 
To support high-performance c/o Faculty of Physical Society Act of Price 1/11 
athletes to achieve podium Education Alberta, 1994 Waterhouse 
performances at international University of Calgary 
competitions through a holistic 2500 University Drive 
development process. NW 
Calgary AB 
T2N IN4 
(403) 220-8196 
Pan American Games Society (WPG 1999) Inc. 
To plan, organize and stage the 500 Shaftsbury Blvd. The Corporations Price 3/15 
1999 Pan American Games in Winnipeg MB Act (Manitoba) 1994 | Waterhouse 
Winnipeg. R3P OM1 
(204) 985-1999 
Sport Information Resource Centre 
To maintain a non-profit 1600 James Canada Guindon 1/11 
national sport information Naismith Drive Corporations Act, Charron 
resource centre to serve the Gloucester ON 1987 
educational needs of those KIB 5N4 


involved in the development of (613) 748-5658 
sport and fitness in Canada. 
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Corporation’s Name 
and Role 


OTHER ENTITIES 


Head Office 
Information 


Minister of the Environment 


Wildlife Habitat Canada 


To promote the conservation, 
restoration and enhancement of 
wildlife habitat in Canada in 
order to retain the diversity, 
distribution and abundance of 
wildlife. 


Suite 200 

7 Hinton Avenue 
Ottawa ON 

KIY 4P1 

(613) 722-2090 


Minister of Fisheries and Oceans 


Statutory 
Authority and 
Year Incorporated 


Canada 
Corporations Act, 
1984 


International Fisheries Commissions Pension Society 


To arrange for and administer 
the provision of pensions and 
insurance for Canadian 
employees of any international 
fisheries commission whose 
seat or headquarters is 
established and maintained by 
Canada or the U.S., or both. 


c/o Fisheries and 
Oceans 

200 Kent Street 
Ottawa ON 

KIA OE6 

(613) 993-1860 


Minister of Foreign Affairs 


Asia-Pacific Foundation of Canada 


To develop closer ties between 
the peoples and institutions of 
Canada and the Asia-Pacific 
region. 


Suite 666 

999 Canada Place 
Vancouver BC 
V6C 3El 

(604) 684-5986 


Canada 
Corporations Act, 
1957 


Asia-Pacific 
Foundation of 
Canada Act, 1984 


International Centre for Human Rights and Democratic Development 


To promote and support co- 
operation between Canada and 
other countries for the purpose 
of developing and 
strengthening human rights 
institutions. 


3 
yee 
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lst Floor 

63, rue de Brésoles 
Montreal QC 

H2Y 1V7 

(514) 283-6073 


International Centre 
for Human Rights 
and Democratic 
Development Act, 
1988 


Auditor 


KPMG Peat 
Marwick 
Thorne 


Director 
General 
Corporate 
Review, 
Evaluation 
and Audit 
Directorate, 
Fisheries 
and Oceans 


Arthur 
Andersen & 
Company 


Auditor 
General 
of Canada 


Federally 
Appointed 
Board 
Members 


6/10 


4/8 


10/17 


isiis 
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scholarships for the pursuit of 
higher education; to establish, 
maintain and manage an 
endowment fund. 
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Corporation’s Name Head Office Authority and Board 
and Role Information Year Incorporated Auditor Members 
Minister of Foreign Affairs (continued) 
Roosevelt Campobello International Park Commission 
To administer as a memorial P.O. Box 9, Welshpool The Roosevelt Foster, 3/6 
the Roosevelt Campobello Campobello Is. NB Campobello Carpenter, 
International Park. E0G 3HO International Park Black & Co. 
(506) 752-2992 Commission Act, 
1964 
Minister of Health 
Canadian Centre on Substance Abuse 
To promote increased Suite 300 Canadian Centre on — McIntyre & 6/9 
awareness, on the part of 75 Albert Street, Substance Abuse Act, | McLarty 
Canadians, of matters relating Ottawa ON 1988 
to alcohol and drug abuse and KI1P 5E7 
their increased participation in (613) 235-4048 
the reduction of harm 
associated with such abuse, and 
to promote the use of relevant 
programs. 
PARTICIPaction 
To inform Canadians about the Suite 220 Canada KPMG Peat 1/20 
positive benefits of physical 40 Dundas St. W. Corporations Act, Marwick 
fitness and to motivate themto Toronto ON 1971 Thorne 
adopt healthy, physically active M5G 2C2 
lifestyles. To promote fitness (416) 977-7467 
through participation 1n sport 
and physical recreation. 
Terry Fox Humanitarian Award Inc. 
To encourage Canadian youth C/o Simon Fraser Canada Ouseley 5/12 
to seek high ideals as University Corporations Act, Hanvey 
represented by Terry Fox by Burnaby BC 1980 Clipsham 
granting commemorative VS5A 1S6 Deep 
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Federally 
Responsible Minister Statutory Appointed 
Corporation’s Name Head Office Authority and Board 
and Role Information Year Incorporated Auditor Members 
Mintster of Indian Affairs and Northern Development 
Northern Native Fishing Corporation 
To preserve a fleet of fishing P.O. Box 876 British Columbia Carlyle 1/7 
vessels and related licences for 4-214 Third Ave. W. Companies Act, 1982 Shepherd 
the long-term benefit of native Prince Rupert BC & Co. 


fishers, and to foster their Vely 
development as independent (250) 627-8436 
business operators. 


Minister of Industry 


Canada Foundation for Innovation 


To strengthen Canadian 350 Albert Street Budget 
capability for research by P.O; Box 77 
committing funds to the Ottawa ON eo 
development of research KIR 1A4 


infrastructure in Canada. (613) 947-6496 


Implementation Act, 


To be TIS 
appointed 


Minister of Industry and Minister Responsible for Canada Economic 


Development 


Association québécoise des bio-industries 


To provide services to Bureau 100 
businesses in the biotechnology 155, boul. Chomedey 
industry (marketing, Chomedey QC 
technology transfer and H/B SoZ 

lobbying). 


Loi sur les 
compagnies du 


Québec, 1995 


Association québécoise des fabricants de l'industrie médicale 


To provide services to 8475, av. Christophe- Loi sur les 


businesses in the health care Colomb compagnies du 
products sector (marketing, CPelTs Québec, 1987 
technology transfer and Succursale Youville 
lobbying). Montréal QC 

H2P 2V4 


Centre d'entreprises et d'innovation de Montréal 
33, rue Prince 
Montréal QC 

H3C 2M7 


Loi sur les 
compagnies du 
Québec, 1995 


To provide services to 
businesses starting up, 
particularly in the areas of 
technology and fashion. 
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Campeau 1713 
Vachon 


Samson 2ITS 
Bélair 

Deloitte & 

Touche 


Raymond, 1/18 
Chabot, 

Martin, 

Paré 
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Corporation’s Name Head Office Authority and Board 
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Minister of Industry and Minister Responsible for Canada Economic 
Development (continued) 


Centre de promotion du logiciel québeécois 


To provide support to Bureau 600 Loi sur les Raymond, 1/17 
businesses for training on 407, boul. St-Laurent compagnies du Chabot, 
electronic data interchange. Montréal QC Québec, 1990 Martin, Paré 
H2Y2XS 
Fondation du maire de Montréal pour la Jeunesse 
To assist young disadvantaged = Bureau 4.106 Loi sur les Auditor of 1/17 
Montrealers who are 275, rue Notre-Dame E —compagnies du the City of 
contributing to Montreal’s Montréal QC Québec, 1995 Montreal 
economic development by H2Y-1C6 
starting their own businesses. (5:14) 872-8401 


Fonds de développement-emploi Montréal 


To promote the economic Bureau 100 Loi sur les Mallette 718 
development of the most 5703, rue Sherbrooke E compagnies du Maheu 
disadvantaged areas of Montréal QC Québec, 1988 


Montreal by providing capital HIN 3M1 
funding to small local 

businesses through a capital 

investment fund. 


Institut de design Montréal 


To promote design as an Niveau 3 Loi sur les Raymond, 1/18 
economic value and to increase 390, rue St-Paul E compagnies du Chabot, 

the exposure of designers on Montréal QC Québec, 1989 Martin, Paré 

the local and international H2Y tH2 

scenes. 


Institut EDI du Québec 


To assist software designers in | Centre de commerce Loi sur les Samson 1/15 
marketing their products and mondial compagnies du Bélair 
suppliers in identifying Bureau CT-228 Québec, 1990 Deloitte & 
software products in Quebec. Niveau Mezzanine Touche 
393, St-Jacques O 
Montréal QC 
H2Y IN® 
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Corporation’s Name Head Office Authority and Board 

and Role Information Year Incorporated Auditor Members 


Minister of Industry and Minister Responsible for Canada Economic 
Development (continued) 


Montréal International 


To promote the Greater Bureau 3200 Loi sur les Raymond, 1/22 
Montreal area at an 380, rue St-Antoine O compagnies du Chabot, 
international level. Montréal QC Québec, 1988 Martin, Paré 
H2Y3x7 
Plastiservices Inc. 
To provide services to Suite 201 Loi sur les Geoffroy 1/12 
businesses in the plastics 7777 Louis-H. compagnies du Montcalm 
industry in order to develop Lafontaine Québec, 1994 Lacasse 
this industry in Montreal East. Anjou QC 
H1K 4F4 


(514) 355-2266 
Minister of Natural Resources 


Canada-Newfoundland Offshore Petroleum Board 


To administer the relevant TD Place The Canada- Deloitte & 3/8 
provisions of the Canada- 5th floor Newfoundland Touche 

Newfoundland Atlantic Accord 140 Water Street Atlantic Accord 

Implementation Acts as enacted St. John’s NF Implementation 

by the Parliament of Canada AIC 6H6 Acts, 1987 

and the Legislature of (709) 778-1400 


Newfoundland and Labrador. 
The Board is funded by equal 
contributions from both the 
federal and provincial 
governments. 
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Responsible Minister Statutory Appointed 
Corporation’s Name Head Office Authority and Board 
and Role Information Year Incorporated _ Auditor Members 

Minister of Natural Resources (continued) 
Canada-Nova Scotia Offshore Petroleum Board 
To administer the relevant TD Centre The Canada-Nova Deloitte & 2/5 
provisions of the Canada-Nova _ 6th Floor Scotia Offshore Touche 
Scotia Offshore Petroleum 1791 Barrington Street Petroleum 
Resources Accord Halifax NS Resources Accord 
Implementation Acts as enacted B3N 3K9 Implementation Act, 
by the Parliament of Canada (902) 422-5588 1988 
and the Legislature of Nova 
Scotia. The Board is funded by 
both the federal and provincial 
governments with equal 
contributions. 
Forest Engineering Research Institute of Canada 
To conduct research and 580, boul. Saint-Jean . Canada Samson 3/28 
development aimed at Pointe-Claire QC Corporations Act, Bélair 
improving the efficiency of H3R 3J9 1976 Deloitte & 
operations relating to the (514) 694-1140 Touche 
harvesting and transportation of 
wood and to improving the 
equipment used for silvicultural 
and private woodlots forestry. 
Forintek Canada Corporation 
To be the leading force in the 2665 East Mall Canada Coopers & 2/26 
technological advancement of University of Corporations Act, Lybrand 
the Canadian wood products British Columbia Lo79 
industry, through creation and Vancouver BC 
implementation of innovative V6T 1W5 
concepts, processes, products, (604) 224-3221 
and education programs. 
Maritime Forestry Complex Corporation 
To establish a Maritime Hugh John Flemming Maritime Forestry Deloitte & 3/10 
Provinces Regional Forestry Forestry Centre Complex Touche 
Complex. RR #10 Corporations Act, 

Fredericton NB New Brunswick, 

E3B 6H6 1980 





OTHER ENTITIES 
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Other Corporate Interests 





Federally 
Responsible Minister Statutory Appointed 
Corporation’s Name Head Office Authority and Board 
and Role Information Year Incorporated Auditor Members 
Minister of Natural Resources (continued) 
National Community Tree Foundation 
To promote public awareness Suite 1550 Canada KPMG Peat 1/16 
and education regarding 220 Laurier Avenue W. Corporations Act, Marwick 
Canada’s forests, to provide Ottawa ON 1991 Thorne 
leadership and community KIP'5Z9 
action in building the (613) 567-5545 
conservation ethic in Canada 
and in co-ordinating actions 
and soliciting co-operation and 
funding, in support of tree 
planting and forest 
conservation. 
Pulp and Paper Research Institute of Canada 
To enhance the technical 570, boul. Saint-Jean Canada Companies Samson 2122 
competitiveness of its member — Pointe-Claire QC Act, 1950 Bélair 
companies through activities H9R 3J9 Deloitte & 
that support and supplement (514) 630-4100 Touche 
their own research and 
technical efforts. 
Minister of Transport 
Blue Water Bridge Authority 
To acquire, hold, operate, Bridge Street Blue Water Bridge Deloitte & 4/4 
maintain, repair and add to the Point Edward ON Authority Act, 1964 Touche 
Canadian portion of the Blue N7V 4J5 
Water Bridge between (519) 336-2720 
Point Edward, Ontario and Port 
Huron, Michigan. 
Buffalo and Fort Erie Public Bridge Authority 
To construct, maintain and The Peace Bridge An Act respecting the Ernst & 5/10 
operate the Peace Bridge Peace Bridge Plaza Buffalo and Fort Erie Young 
between Buffalo, New York Buffalo N.Y. Public Bridge 
and Fort Erie, Ontario. 14213 U.S.A. Company, 1934 








OTHER ENTITIES 
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Federally 
Responsible Minister Statutory Appointed 
Corporation’s Name Head Office Authority and Board 
and Role Information Year Incorporated Auditor Members 
Minister of Transport (continued) 
Saint John Harbour Bridge Authority 
To construct a bridge across the 29 King Street An Act to establisha Deloitte & i 
Harbour of Saint John, toenter P.O. Box 3728, Harbour Bridge Touche 
into agreements respecting the Station B Authority in the City 
financing, construction and West Saint John NB of Saint John, 1962 
financial operation of the E2M 5C1 


bridge, and to collect tolls and (506) 635-1320 
other charges for the operation 
and maintenance of the bridge. 


CANADIAN AIRPORT AUTHORITIES: 


The mandate of a Canadian Airport Authority is to manage, operate and develop the airport(s) for which it is 
responsible in a safe, secure, efficient, cost effective and financially viable manner with reasonable airport user 
charges and equitable access to all air carriers; to undertake and promote the development of the airport lands for 
which it is responsible for uses compatible with air transportation activities; and to expand transportation facilities 
and generate economic activity in ways that are compatible with air transportation activities. 


Calgary Airport Authority Calgary International Regional Airports Price 2/18 
Airport Authority Act Waterhouse 
2000 Airport Road NE 
Calgary AB 
T2E 6W5 
Charlottetown Airport 2" Floor Canada To be 2/10 
Authority Inc. 75 Fitzroy Street Corporations Act, appointed 
P.O. Box 1881 Part II 
Charlottetown PEI 
C1A 7N5 
Gander International PO, Box 392 Canada To be 3/9 
Airport Authority Gander NF Corporations Act, appointed 
AlLV 1W8 Part II 
Greater Fredericton c/o Fredericton Canada To be 3/11 
Airports Authority Inc. Chamber of Corporations Act, appointed 
Commerce Part II 
Box 275 
Fredericton NB 
E3B 4Y9 
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Head Office 
Information 


Minister of Transport (continued) 


Greater London 
International Airport 
Authority 


Greater Moncton Airport 
Authority, The 


Greater Toronto Airports 
Authority 


Halifax International 
Airport 


Ottawa Macdonald-Cartier 
International Airport 
Authority 


Regina Airport Authority 


Saint John Airport Inc. 


Other Corporate Interests 





Xenon Capital 
Corporation 

Suite 400, 

248 Pall Mall St. 

London ON 

N6A 5P6 


1575 Champlain Street 


Airport Box 12, R.R. 5 
Moncton NB 
EIC 1W1 


P.O. Box 60311 
Toronto AMF ON 
ESP TB2 


Unit 103, Suite 264 
287 Lacewood Drive 
Halifax NS 
B3M3Y7 


50 Airport Road 
Gloucester ON 
KIP 9B4 


c/o Regina Economic 
Development 
Authority 

Suite 140 

1870 Albert Street 

Regina SK 

S4P 4B7 


c/o New Brunswick 
Telephone Company 
Limited 


One Brunswick Square 


P.O. Box 1430 
Saint John NB 
E2L 4K2 


Statutory 


Authority and 
Year Incorporated 


Canada 


Corporations Act, 


Part II 


Canada 


Corporations Act, 


Part I 


Canada 


Corporations Act, 


Part II 


Canada 


Corporations Act, 


Part II 


Canada 


Corporations Act, 


Part II 


Canada 


Corporations Act, 


Part II 


Incorporated 
provincially 


Auditor 


To be 
appointed 


To be 
appointed 


Deloitte & 
Touche 


To be 
appointed 


Deloitte & 
Touche 


To be 
appointed 


To be 
appointed 





Federally 
Appointed 
Board 
Members 


2/11 


3/14 


DANS 


2113 


PH pS) 


3/15 
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Responsible Minister Statutory Appointed 
Corporation’s Name Head Office Authority and Board 
and Role Information Year Incorporated Auditor Members 
Minister of Transport (continued) 
Saskatoon Airport Suite 3 Canada To be 3/15 
Authority 2625 Airport Drive Corporations Act, appointed 
Saskatoon SK Part II 
S7K 0OB3 
Société aéroportuaire de Aéroport internationale | Canada To be 2s 
Québec Jean Lesage Corporations Act, appointed 
Piéce 600, 6° av. Part II 
Ste-Foy QC 
G2E 5W1 
St. John’s International Unit 301 Canada To be S152 
Airport Authority 38 Pearson Street Corporations Act, appointed 
St. John’s NF Part I 
A1V 1W8 
Thunder Bay International 340 - 100 Princess St. Canada Ernst & 2/9 
Airports Authority Inc. Thunder Bay ON Corporations Act, Young 
P7B 4W6 Part II 
Victoria Airport Authority Box 201 Canada KPMG 2/14 
1640 Electra Blvd. Corporations Act, 
Sydney BC Part II 
V8L 5V4 
Winnipeg Airports Room 249 Canada KPMG 2/16 
Authority Inc. Admin. Bldg. Corporations Act, 
2000 Wellington Ave. Part II 
Winnipeg MB 
R3H 1Cl 


HARBOUR COMMISSIONS: 


To manage and control the harbour and the works and property therein under its jurisdiction. To develop the port 
and act as a catalyst in the utilization of port facilities in furthering trade nationally and internationally. 


Fraser River Harbour Commission 


178 


Suite 500 Harbour Doane 3/5 
713 Columbia Street Commissions Act, Raymond 
New Westminster BC 1964 


V3M 1B2 
(604) 524-6655 
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Responsible Minister 
Corporation’s Name 
and Role 


Head Office 
Information 


Minister of Transport (continued) 


Hamilton Harbour Commission 


605 James Street N. 
Hamilton ON 

L8L 1K1 

(905) 525-4330 


Nanaimo Harbour Commission 


104 Front Street 
P.O; Box 131 
Nanaimo BC 
VOR 5K4 

(604) 753-4146 


North Fraser Harbour Commission 


2020 Airport Road 
Richmond BC 
V7B 1C6 

(604) 273-1866 


Oshawa Harbour Commission 


1050 Farwell Street 
P.O. Box 492 
Oshawa ON 

L1H 6N6 

(905) 576-0400 


Port Alberni Harbour Commission 


2750 Harbour Road 
P.O. Box 99 

Port Alberni BC 
VOY 7W6 

(604) 723-5312 


Thunder Bay Harbour Commission 
100 Main St. 
Thunder Bay ON 
P7B 6R9 
(807) 345-6400 


Other Corporate Interests 





Statutory 
Authority and 
Year Incorporated 


Hamilton Harbour 


Commissioners Act, 
1957 


Harbour 
Commissions Act, 


1964 


Harbour 
Commissions Act, 
1964 


Harbour 
Commissions Act, 
1964 


Harbour 
Commissions Act, 
1964 


Harbour 
Commissions Act, 
1964 


Auditor 


Coopers & 
Lybrand 


Bestwick and 
Partners 


BDO 
Dunwoody 


Deloitte & 
Touche 


Newman 
Hill Duncan 
& 


Lacoursiére 


KPMG Peat 
Marwick 
Thorne 





Federally 
Appointed 
Board 
Members 


2h 


21) 


3/5 


2/3 


2/3 
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Corporation’s Name 
and Role 


OTHER ENTITIES 


Head Office 
Information 


Minister of Transport (continued) 


Toronto Harbour Commission 


60 Harbour Street 
Toronto ON 

MSJ 1B7 

(416) 863-2065 


Windsor Harbour Commission 


NAV CANADA 


To acquire, own, manage, 
operate and develop the 
Canadian civil air navigation 
system in a safe, secure, 
efficient and cost-effective 


manner. 


500 Riverside Drive W. 


Windsor ON 
N9A 5K6 
(519) 258-5741 


77 Metcalfe Street 
Ottawa ON 
K1P 5L6 


Minister of Veterans Affairs 


Army Benevolent Fund 


To relieve distress and promote 
the well being of Second World 
War veterans of the Canadian 
Army and their dependants 
through the provision of 
financial assistance. 


Last Post Fund 


To ensure the provision of a 
dignified funeral and burial 
to eligible war veterans. 


245 Cooper Street 
Ottawa ON 

K2P 0G2 

(613) 996-6150 


Piéce 916 

685, rue Cathcart 
Montréal QC 
H3B 1M7 

(514) 866-2727 


Statutory 
Authority and 
Year Incorporated 


Toronto Harbour 
Commissioners Act, 
1911 


Harbour 
Commissions Act, 


1964 


Canada 
Corporations Act, 
Part II, 1996 


Army Benevolent 
Fund Act, 1947 


Federal Charter, 
1921 


Auditor 


KPMG Peat 
Marwick 
Thorne 


Coopers & 
Lybrand 


KPMG Peat 
Marwick 
Thorne 


Auditor 
General of 
Canada 


Consulting 
and Audit 
Canada 





Federally 
Appointed 
Board 
Members 


pie) 


2f3 


b/s) 


5/5 


1/15 
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Responsible Minister 
Corporation’s Name Head Office 
and Role Information 
Prime Minister 


Nature Trust of British Columbia, The 


To purchase and preserve 808-100 Park Royal S. 


ecologically important parcels West Vancouver BC 
of land in B.C. V7T 1A2 
(604) 925-1128 


Vanier Institute of the Family, The 


To promote the spiritual and 94 Centrepointe Drive 
material well-being of Nepean ON 

Canadian families and to study K2G 6B1 

their social, physical, (613) 228-8500 


mental, moral and financial 
environment and 
characteristics. 


Other Corporate Interests 


Statutory 
Authority and 
Year Incorporated 


Canada 
Corporations Act, 
1971 


Canada Business 
Corporations Act, 
1965 








Federally 
Appointed 
Board 
Auditor Members 
KPMG Peat Val 
Marwick 
Thorne 
McCay, 2/18 
Duff 








BANKRUPTCY AND INSOLVENCY ACT 


The Superintendent of Bankruptcy has received shares in the following corporations from the 
trustee pursuant to the Bankruptcy and Insolvency Act: 


. Amertek Inc. 

. Autoskill International Inc. 

. Canadian Manoir 

. Caoutech 

Carvern International Industries Ltd. 
Colby Resources Corp. 

. Exploration Boréale Inc. 

. Goldenhill Cattle Company Ltd. 

. Kenloch Distillers Ltd. 

. Les laboratoires Quelab Inc. 

. Madison Partners Limited 

. N. Brunswick Rasakti Inc. 

. Omnitech Migration International Inc. 
. O-Tooz Energie Group Inc. 

. The Vivant Group Inc. 


ee ee ee ee 
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Name of Corporation io oS Gategay. Ministerial Portfolio 
176422 Canada Inc. Subsidiary of Montreal Port Transport 
Corporation 
1999 Corner Brook Canada Winter Games_ | Other Entity Canadian Heritage 
Host Society 
2001 London Alliance Canada Summer Other Entity Canadian Heritage 
Games Host Society Inc. 
2875039 Canada Limited Subsidiary of Canada Post Public Works and Government 
| Corporation Services 
2875047 Canada Limited Subsidiary of Canada Post Public Works and Government 
Corporation Services 
3106900 Canada Inc. Subsidiary of Canada Post Public Works and Government 
| Corporation Services =| 
3148131 Canada Limited Subsidiary of Canada Lands Public Works and Government 
Company Limited Services 
964102 Ontario Inc. Subsidiary of PCL Courier Public Works and Government 
Holdings Inc. Services | 
AECL Technologies B.V. Subsidiary of Atomic Energy of | Natural Resources 
Canada Limited 
AECL Technologies Inc. Subsidiary of Atomic Energy of Natural Resources 
Canada Limited 
African Development Bank International Organization Foreign Affairs 
Agriculture Institute of Management in Other Entity | Agriculture and Agri-Food 
Saskatchewan, Inc. 
Agri-Food Innovation Fund Other Entity __| Agriculture and Agri-Food | 
Army Benevolent Fund Other Entity Veterans Affairs 
Asian Development Bank International Organization Foreign Affairs 
Asia-Pacific Foundation of Canada Other Entity Foreign Affairs 
Association for the Export of Canadian Other Entity | Canadian Heritage 
Books 
Association québécoise des bio-industries | Other Entity Industry (Canada Economic 
Development) 
Association québécoise des fabricants de Other Entity Industry (Canada Economic 
l'industrie médicale Development) 
Ailantie Pilotage Authority 
Atomic Energy of Canada Limited Parent Crown Corporation Natural Resources 
B.C. Investment Agriculture Foundation Other Entity Agriculture and Agri-Food 
Bank of Canada Parent Crown Corporation Finance 
Bell Bray Golf Developments Incorporated | Associate of Enterprise Cape Industry 
Breton Corporation = 








' Excluding corporations under the terms of the Bankruptcy and Insolvency Act. 


Consolidated List of Crown Corporations and Other Corporate Interests of Canada 









Name of Corporation — 








Category 
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Ministerial Portfolio _| 
























Blue Water Bridge Authority Other Entity Transport 
Buffalo and Fort Erie Public Bridge Other Entity Transport 
Authority 

Business Development Bank of Canada Parent Crown Corporation Industry 












Cable North Microwave Limited 


Calgary Airport Authority 





Associate of the Canadian 
Broadcasting Corporation 





Canadian Heritage 








Other Entity 


Transport 








Calgary Olympic Development 
Association 








Canada-Alberta Beef Industry 
Development Fund 








Canada-Alberta Hog Industry 
Development Fund 

Canada-Alberta Sugar Beet Industry 
Development Fund 

Canada Council 

Canada Deposit Insurance Corporation 
Canada Development Investment 
Corporation 
Canada Eldor Inc. 

















———— 

















Other Entity Canadian Heritage 
Other Entity Agriculture and Agri-Food 
Other Entity Agriculture and Agri-Food 





Other Entity 


Agriculture and Agri-Food 





Parent Crown Corporation 


Canadian Heritage 

















Canada Foundation for Innovation 






Canada Games Council 


Canada Hibernia Holding Corporation 





Parent Crown Corporation Finance 
Parent Crown Corporation | Finance 
Subsidiary of Canada | Finance 
Development Investment 

Corporation 

Other Entity Industry 





Other Entity 


Canadian Heritage 





Subsidiary of Canada 
Development Investment 
Corporation 


Finance 











Canada Lands Company CLC Limited 


| Canada Lands Company Limited 


Subsidiary of Canada Lands 


Public Works and Government 





Company Limited Services 
Parent Crown Corporation Public Works and Government 
Services 





Canada-Manitoba Agri-Food Research and 
Development Initiatives 


Other Entity 


Agriculture and Agri-Food 








Canada Millennium Scholarship 
Foundation * 


Other Entity 





Human Resources 











Canada Mortgage and Housing 
Corporation 
Canada-Newfoundland Agri-Food 
Innovation Fund 
Canada-Newfoundland Offshore 
Petroleum Board 





























Canada-Nova Scotia Offshore Petroleum 
Board 


bs Development/Finance 
Parent Crown Corporation Public Works and Government 
Services 
Other Entity Agriculture and Agri-Food 
Other Entity | Natural Resources 
Other Entity Natural Resources 








Canada Pension Plan Investment Board 


Parent Crown Corporation 





Finance 














2 
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1998. 
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Name of Corporation «(| Category | Ministe 
Canada Place Corporation Subsidiary of Vancouver Port Transport 
Corporation mike 
Canada Ports Corporation | Parent Crown Corporation pete Transport 





Canada Post Corporation 


Parent Crown Corporation 











Public Works and Government 














Canadian Dairy Commission 


Parent Crown Corporation 


Services 
Canada Post Holdings Subsidiary of Canada Post Public Works and Government | 
Corporation Services 
Canada Post Systems Management Ltd. | Subsidiary of Canada Post Public Works and Government 
| Corporation Services 
Canada Television and Cable Production Other Entity Canadian Heritage at 
Fund | | 
Canadian Broadcasting Corporation Parent Crown Corporation Canadian Heritage ail 
Canadian Centre on Substance Abuse | Other Entity Health 
| Canadian Commercial Corporation Parent Crown Corporation ‘| International Trade oa 


Agriculture and Agri-Food 


— 





Canadian Farm Business Management 
Council 


Other Entity 


Agriculture and Agri-Food 





" Canadian Film Development Corporation 


Parent Crown Corporation 


| Canadian Heritage 





Canadian International Grains Institute 


| Other Entity 


Agriculture and Agri-Food 
——— 





Canadian Livestock Records Corporation 


Other Entity 


i Agriculture and Agri-Food 





Canadian Museum of Civilization 


Parent Crown Corporation 


Canadian Heritage 


- 





Canadian Museum of Nature 


— 

















Development Corporation 


LU Parent Crown Corporation Canadian Heritage “4 
Canadian Race Relations Foundation Parent Crown Corporation Canadian Heritage 
Canadian Teleservices Corporation Subsidiary of Purolator Courier Public Works and Government 
Ltd: __| Services | 
Canadian Tennis Technology Limited Associate of Enterprise Cape Industry 
Breton Corporation 
Canadian Wheat Board, The Parent Crown Corporation Natural Resources/ Canadian 
Wheat Board | 
Cape Breton Carbofuels Limited Subsidiary of Cape Breton ~ | Natural Resources 


| 





Cape Breton Development Corporation 


Parent Crown Corporation 


Natural Resources 


iH 








Cape Breton Marine Farming Limited Subsidiary of Enterprise Cape Industry 
Breton Corporation 4 
Caribbean Development Bank International Organization Foreign Affairs 4 





Centre de développement du porc du 
Québec Inc. 


| Other Entity 


| Agriculture and Agri-Food 























| Cominco Ltd. 





Associate of Business 
Development Bank of Canada 





Centre d’entreprises et d’innovation de Other Entity Industry (Canada Economic 5 

Montréal Development) 

Centre de promotion du logiciel québécois | Other Entity | Industry (Canada Economic 
Development) 

Charlottetown Airport Authority Inc. __| Other Entity _| Transport =i 

CLC Downsview Inc. Subsidiary of Canada Lands Public Works and Government 

Company Limited Services 
Coaching Association of Canada Other Entity | Canadian Heritage = 


Industry 
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Commonwealth Centre for Sport Other Entity Canadian Heritage 
Development 
Commonwealth War Graves Commission International Organization Veterans Affairs 
Conseil de recherches en péche et Other Entity Agriculture and Agri-Food 
agroalimentaire du Québec 
Conseil pour le développement de Other Entity Agriculture and Agri-Food 
agriculture du Québec (CDAQ) 
Cooperative Vereniging International Post | Associate of Canada Post Public Works and Government 
Corporation U.A. Corporation Services 
DARR (Cape Breton) Limited Subsidiary of Enterprise Cape Industry 
Breton Corporation 
Defence Construction (1951) Limited Parent Crown Corporation Public Works and Government 
_| Services 
Distribution Management Services Inc. Subsidiary of Purolator Courier Public Works and Government 
Bas Services 
Enterprise Cape Breton Corporation Parent Crown Corporation Industry | 
European Bank for Reconstruction and International Organization Finance 
Development 
Exinvest Inc. Subsidiary of Export International Trade 
Development Corporation 
Export Development Corporation Parent Crown Corporation International Trade 
Farm Credit Corporation Parent Crown Corporation Agriculture and Agri-Food 
Fondation du maire de Montréal pour la Other Entity Industry (Canada Economic 
Jeunesse Development) 
Fonds de développement-emploi Montréal | Other Entity Industry (Canada Economic 
Development) 
Fonds québécois d’ adaptation des Other Entity Agriculture and Agri-Food 
entreprises agroalimentaires 
Forest Engineering Research Institute of Other Entity Natural Resources 
Canada 
Forintek Canada Corporation Other Entity Natural Resources 
Fraser River Harbour Commission | Other Entity Transport 
Freshwater Fish Marketing Corporation Parent Crown Corporation Fisheries and Oceans 
GEAGRI Other Entity Agriculture and Agri-Food 
Gander International Airport Authority Other Entity Transport 
General Mining Building Limited Associate of Enterprise Cape Industry 
Breton Corporation 
Great Lakes Pilotage Authority, Ltd. Subsidiary of The St. Lawrence Transport 
Seaway Authority; Parent Crown 
Corporation pursuant to the 
Pilotage Act 
Greater Fredericton Airports Authority Inc. | Other Entity Transport 
Greater London International Airport Other Entity Transport 
Authority ) 
l Greater Moncton Airport Authority, The Other Entity Transport 
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es Name of Corporation 


“Category 








Greater Toronto Airports Authority 


| Other Entity 


[__ Ministerial Portfolio 
Transport 





















Gulf Bras D’Or Estates Limited Subsidiary of Enterprise Cape Industry =} 
Breton Corporation 

Halifax International Airport Other Entity Transport 

Halifax Port Corporation | Parent Crown Corporation _| Transport sy 

Hamilton Harbour Commission Other Entity Transport 

Hibernia Management and Development | Associate of Canada Hibernia | Finance | 








Company Ltd. | Holding Corporation Ss, 

Institut de design Montréal Other Entity Industry (Canada Economic | 
Development) 

Institut EDI du Québec Other Entity Industry (Canada Economic 


Development) 





Inter-American Development Bank 


International Organization 


| Foreign Affairs 





International Bank for Reconstruction and 
Development 


International Organization 


= 


Finance 





International Boundary Commission 


International Organization 
—— 


Foreign Affairs 





International Centre for Human Rights and 
Democratic Development 


Other Entity 


Foreign Affairs 
































International Development Association International Organization Finance 

International Development Research Parent Crown Corporation Foreign Affairs | 

Centre 

International Finance Corporation International Organization Finance 7 

International Fisheries Commissions | Other Entity Fisheries and Oceans 

Pension Society 

International Lake Memphremagog Levels | International Organization Environment 

Board 

International Lake of the Woods Control International Organization Environment 

Board 

International Monetary Fund | International Organization Finance 

International Niagara Committee International Organization Environment *,| 

International Porcupine Caribou Board | International Organization Environment 

IPC Technology S.C. Subsidiary of Cooperative | Public Works and Government 
Vereniging International Post Services 


Corporation U.A. 





IPC Unipost S.C. 





Subsidiary of Cooperative 
Vereniging International Post 
| Corporation UA, 


Public Works and Government | 
Services 
rs 











Jacques Cartier and Champlain Bridges 
Incorporated, The 


Seaway Authority 


Subsidiary of The St. Lawrence rs) Transport 











Last Post Fund 





| Other Entity 


Veterans Affairs 











Laurentian Pilotage Authority 


Parent Crown Corporation 


Transport | 





Le Consortium de télévision Québec 
Canada Inc. (TV5) 


Other Entity 


Canadian Heritage 





Lower Churchill Development Corporation 
Limited 








— 


we 





Joint Enterprise 








Natural Resources 
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Lynwood Inn Limited 





: Category 
Associate of Enterprise Cape 
Breton Corporation 









Ministerial Portfolio 








Industry 





| Manitoba Crop Diversification Centre 
Marine Atlantic Inc. 





Other Entity 


Agriculture and Agri-Food 





Parent Crown Corporation 


Transport 





Maritime Forestry Complex Corporation 
Master FM Limited 


Other Entity 


Associate of the Canadian 
Broadcasting Corporation 


Natural Resources 





Canadian Heritage 











Montréal International 


Other Entity 


Industry (Canada Economic 





Montreal Port Corporation 


Multilateral Investment Guarantee Agency 





Nanaimo Harbour Commission 


National Arts Centre Corporation 
National Capital Commission 














Parent Crown Corporation 





| Development) 
Parent Crown Corporation Transport 
International Organization Finance 
Other Entity | Transport 








Canadian Heritage 





Parent Crown Corporation 








National Community Tree Foundation 


National Gallery of Canada 
National Museum of Science and 
Technology Corporation 










Canadian Heritage 





Other Entity 





Natural Resources 








Parent Crown Corporation 


Canadian Heritage 








Parent Crown Corporation 





Canadian Heritage 






































North Portage Development Corporation Joint Enterprise 


National Sport Centre — Calgary Other Entity Canadian Heritage 

Nature Trust of British Columbia, The Other Entity Prime Minister 

NAV CANADA mee Entity Transport 

New Brunswick Biotechnology and Other Entity Agriculture and Agri-Food 
Technological Innovation Centre of 

Excellence Inc. (BioAtlantech) 

North American Commission for International Organization Environment 
Environmental Cooperation — Joint 

Public Advisory Committee 

North Fraser Harbour Commission Other Entity Transport 








Industry (Western Economic 









































Inc. 


& The Forks Renewal Corporation _| Diversification) 
Northern Native Fishing Corporation Other Entity Indian Affairs and Northern 
Development 

Nova Scotia Apple Industry Development | Other Entity Agriculture and Agri-Food 
Fund 

[Nova Scotia Research and Development Other Entity = Agriculture and Agri-Food 
for Grain and Forage 
Nova Scotia Technology Development | Other Entity Agriculture and Agri-Food 
2000 
NPM Nuclear Project Managers Canada Mixed Enterprise Natural Resources 








Old Port of Montreal Corporation Inc. 


| Subsidiary of Canada Lands 


Company Limited; reports as a 
parent Crown corporation 
pursuant to subsection 86(2) of 


the Financial Administration Act. 


Public Works and Government 
Services 








Ontario Agriculture Training Institute 





Other Entity 





|| Agriculture and Agri-Food 
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Name of Corporation 








Other Entity wi 





Agriculture Ae Agri-Food 











| Ontario Safety Net Research and 
Development Fund a 
Oshawa Harbour Commission Other Entity Transport 
Ottawa Macdonald-Cartier International Other Entity Transport 


Airport Authority 





Pacific Pilotage Authority 


Parent Crown Corporation 


Transport 





Pan American Games Society (WPG 1999) 
Inc. 


Other Entity 


Canadian Heritage 

















PARTICIPaction Other Entity Health 

PCL Courier Holdings Inc. Subsidiary of Canada Post Public Works and Government 
Holdings _| Services 

Petro-Canada Mixed Enterprise Finance 

Petro-Canada Limited Parent Crown Corporation Finance | 





Plastiservices Inc. 


Other Entity 


_| Development) 


Industry (Canada Economic 














Port Alberni Harbour Commission | Other Entity Transport 

Port of Quebec Corporation | Parent Crown Corporation al Transport 2 
POS Pilot Plant Corporation al Other Entity Agriculture and Agri-Food 
Prince Rupert Port Corporation | Parent Crown Corporation Transport 








Pulp and Paper Research Institute of 
Canada 


Other Entity 


Natural Resources 





Purolator Courier Ltd. 


Subsidiary of PCL Courier 
| Holdings Inc. 


—}— 
Public Works and Government 


Services | 





Purolator Customs Services Ltd. 


Subsidiary of Purolator Courier 
Ltd. 


| Services 


Public Works and Government 





Queens Quay West Land Corporation 


Parent Crown Corporation 


Public Works and Government 
Services 











Regina Airport Authority Other Entity Transport | 
Ridley Terminals Inc. Subsidiary of Canada Ports Transport 

Corporation 
Roosevelt Campobello International Park Other Entity | Foreign Affairs 


Commission 





Royal Canadian Mint 


Parent Crown Corporation 


Public Works and Government 
Services 









































: : =| eas '| 
Saint John Airport Inc. Other Entity 3h Transport | 
Saint John Harbour Bridge Authority Other Entity Transport 
Saint John Port Corporation Parent Crown Corporation | Transport 
St. John’s Port Corporation Parent Crown Corporation | Transport | 
St. John’s International Airport Authority Other Entity i Transport 

| St. Lawrence Seaway Authority, The | Parent Crown Corporation Transport | 
Saskatoon Airport Authority Other Entity me ransport 
Silver Screen Star Limited Associate of Enterprise Cape Industry 
| __| Breton Corporation 
Seaway International Bridge Corporation, | Subsidiary of The St. Lawrence Transport 
Ltd., The Seaway Authority alt 
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__ Category 





Société aéroportuaire de Québec 








Ministerial Portfolio 





Other Entity 


Transport 





Société du parc industriel et portuaire 
Québec-Sud 








Joint Enterprise 


Industry (Canada Economic 
Development) 











Standards Council of Canada 
Supercourier (1987) Ltd. 











Terry Fox Humanitarian Award Inc. 





Thunder Bay Harbour Commission 


| Sport Information Resource Centre Other Entity 


Canadian Heritage 




















Thunder Bay International Airports 
Authority Inc. 











Toronto Harbour Commission 








Vancouver Port Corporation 
Vanier Institute of the Family, The 








Varity Corporation 





VIA Rail Canada Inc. 





Victoria Airport Authority 









































Parent Crown Corporation | Industry 
Subsidiary of Purolator Courier Public Works and Government 
Ltd. Services 

Other Entity Health 

Other Entity Transport 
Other Entity Transport 
Other Entity Transport 
Parent Crown Corporation Transport 
Other Entity Prime Minister 
Associate of Canada Finance 
Development Investment 

Corporation 

Parent Crown Corporation Transport 
Other Entity Transport 

















Visnews Limited 


Associate of the Canadian 
Broadcasting Corporation 


aaa | ee 5 2 
Canadian Heritage 











Western Grains Research Foundation 
Wildlife Habitat Canada 














Windsor Harbour Commission 








Winnipeg Airports Authority Inc. 





























Other Entity Agriculture and Agri-Food 
Other Entity Environment 
Other Entity ~ | Transport 

oe Other Entity Transport 
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TABLING OF REPORTS IN 
PARLIAMENT 


The Importance of Adequate and 
Timely Information to Parliament 


The provision of adequate and timely information to 
Parliament is a major objective of the control and 
accountability regime for Crown corporations. A 
well-functioning accountability framework is based 
on the premise that Parliament and the government 
will receive useful information that will allow 
active judgement of corporate performance. 


Corporations report on their performance through 
the corporate plan summary and the annual report. 
For each Crown corporation listed in Part I and 
Part II of Schedule III of the Financial 
Administration Act (FAA), the appropriate minister 
tables a corporate plan summary, a capital budget 
summary and an annual report in Parliament. In 
addition, an operating budget summary is tabled for 
Crown corporations listed in Part I of Schedule III. 


The corporate plan and budget summaries inform 
Parliament of the strategic priorities and financial 
position of each Crown corporation. The summaries 
are based on the approved corporate plan and 
budgets, and cover the businesses, activities and 
investments of a corporation and of its wholly 
owned subsidiaries with respect to its future 
operations. A corporation’s annual report informs 
Parliament of the corporation’s performance relative 
to the objectives, strategies and activities approved 
by the government and tabled in the previous 
corporate plan and budget summaries. 





» Tabling of Reports in Parliament 


The Deadlines for Tabling in Parliament 


The deadlines for tabling, before each House of Parliament, the corporate plan summary, budget 
summaries and annual report are: 


Corporate Plan Summary: 30 sitting days after approval by the Governor in Council of the 
corporate plan. A summary of an amended corporate plan has the same deadline. 


Capital and Operating Budget Summaries: 30 sitting days after Treasury Board approval of 
the budget. Where the operating and/or capital budgets are incorporated into the corporate plan, 
the deadlines for the budget summaries are the same as those for the corporate plan summary. 


Annual Report: A corporation is to submit, to the appropriate minister, an annual report within 
three months of its financial year-end. The appropriate minister has 15 sitting days to table the 
annual report in each House of Parliament. The deadline is calculated from the date on which the 
appropriate minister acknowledges receipt of the report, when available, or three months 
following the fiscal year-end of the corporation, whichever is earlier. 


These deadlines are based on actual sitting days, not projected sitting days. Since future sitting 
days cannot be predicted, deadlines falling after July 31, 1998 cannot be calculated. 


Documents Tabled in Parliament 


As required by subsection 152(1) of the FAA, the table below records the status of Crown 
corporations’ annual reports and summaries of corporate plans and budgets during the period 
August 1, 1997 to July 31, 1998. The table identifies any document that meets at least one of the 
two following conditions: 


- The document was tabled during the period in review; or 


* The document has not been tabled but was due to be tabled before or during the period in 
review. 


Where the deadline falls after July 31, 1998 but the document was tabled during the period in 
review, the document is considered to have been tabled on time and will not be reported in future 
years. 


Subsection 152(2) of the FAA requires the Auditor General of Canada to include, in his annual 
report to Parliament, a statement attesting to the accuracy of the information contained in this 
table. 


Further Information 


Information on annual reports and corporate plan and budget summaries may be obtained by 
contacting the individual corporations. The Corporate Abstracts chapter of this report provides 
additional information on individual Crown corporations. 
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TABLING OF REPORTS IN PARLIAMENT BY SCHEDULED PARENT 
CROWN CORPORATIONS DURING THE YEAR ENDED JULY 31, 1998 























Document to be Tabled House of Commons Senate 
Deadline Tabled Deadline Tabled 
Atlantic Pilotage Authority 
1997 Annual Report 1998-05-05 1998-04-20 1998-06-02 1998-04-28 
1998 Capital Budget Summary 1998-03-24 1998-03-09 1998-05-28 1998-03-19 
1998 Operating Budget Summary 1998-03-24 1998-03-09 1998-05-28 1998-03-19 
1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-09 1998-05-28 1998-03-19 
Atomic Energy of Canada Limited 
1996/97 Annual Report 1997-10-10 1997-10-09 1997-11-04 = 1997-10-21 
1996/97 Capital Budget Summary 1997-03-21 1997-10-09 1997-04-17 1997-10-21 
1996/97 Operating Budget Summary 1997-03-21 1997-10-09 1997-04-17 1997-10-21 
1997/98 Capital Budget Summary 1998-03-24 no 1998-05-12 no 
1997/98 Operating Budget Summary 1998-03-24 no 1998-05-12 no 
Business Development Bank of Canada 
1996/97 Annual Report 1997-10-10 1997-09-23 1997-11-04 1997-09-30 
1997/98 Annual Report n/av' 1998-07-22 n/av no 
1997/98 Capital Budget Summary 1997-10-21 1997-09-23 1997-11-20 1997-09-30 
1997/98 Operating Budget Summary 1997-10-21 1997-09-23 1997-11-20 1997-09-30 
1997/98 to 
2001/02 Corporate Plan Summary 1997-10-21 1997-09-23 1997-11-20 1997-09-30 
Canada Deposit Insurance Corporation 
1996/97 Annual Report 1997-10-10 1997-09-23 1997-11-04 = 1997-09-30 
1997/98 Annual Report n/av 1998-07-22 n/av no 
1997/98 Capital Budget Summary 1997-10-08 1997-04-25 1997-11-18 1997-09-30 
1997/98 Operating Budget Summary 1997-10-08 1997-04-25 1997-11-18 — 1997-09-30 
1997/98 to 
2001/02 Corporate Plan Summary 1997-10-08 1997-04-25 1997-11-18 1997-09-30 
1998/99 Capital Budget Summary 1998-05-13 1998-05-13 n/av 1998-05-26 
1998/99 Operating Budget Summary 1998-05-13 1998-05-13 n/av 1998-05-26 
1998/99 to 
2002/03 Corporate Plan Summary 1998-05-13 1998-05-13 n/av 1998-05-26 








' n/av means not available. 
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Document to be Tabled House of Commons Senate 
Deadline Tabled Deadline Tabled 
Canada Development Investment 
Corporation 
[997 Annual Report 1998-05-13 1998-04-29 1998-06-04 1998-04-30 
1998 Capital Budget Summary 1998-03-24 1998-04-29 1998-05-28 1998-04-30 
1998 to 2002 Corporate Plan Summary 1998-03-24 1998-04-29 1998-05-28 1998-04-30 
Canada Lands Company Limited 
1996/97 Annual Report 1997-10-10 1997-10-01 1997-11-04 1997-10-02 
1997/98 Annual Report n/av 1998-07-22 n/av no 
1997/98 Capital Budget Summary 1997-10-21 1997-10-01 1997-11-20 1997-10-02 
1997/98 Operating Budget Summary 1997-10-21 1997-10-01 1997-11-20 1997-10-02 
1997/98 to 
2001/02 Corporate Plan Summary 1997-10-21 1997-10-01 1997-11-20 1997-10-02 
1997/98 Capital Budget Summary 
Amendment 1998-02-20 1998-02-19 1998-03-26 1998-02-24 
1997/98 Operating Budget Summary 
Amendment 1998-02-20 1998-02-19 1998-03-26 1998-02-24 
1997/98 to 
2001/02 Corporate Plan Summary 
Amendment 1998-02-20 1998-02-19 1998-03-26 1998-02-24 
Canada Mortgage and Housing 
Corporation 
1996 Annual Report 1997-04-25 1997-04-24 1997-10-01 1997-04-25 
1997 Annual Report 1998-05-04 1998-04-23 1998-05-28 1998-04-28 
1998 Capital Budget Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 
1998 Operating Budget Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 
1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 
Canada Ports Corporation ' 
1996 Annual Report 1997-10-10 1997-10-10 1997-11-04 1997-10-21 
1997; Annual Report 1998-05-28 1998-05-15 1998-06-10 1998-05-26 
1997 Capital Budget Summary 
Amendment 1997-11-07 no 1997-12-11 no 
1997 to 2001 Corporate Plan Summary 
Amendment 1997-11-07 no 1997-12-11 no 
1998 Capital Budget Summary 1998-03-24 1998-03-19 1998-05-28 — 1998-03-24 
1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 
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Document to be Tabled House of Commons Senate 
Deadline Tabled Deadline Tabled 
Canada Post Corporation 
1996/97 Annual Report 1997-10-10 1997-10-10 1997-11-04 1997-10-21 
1997/98 Annual Report n/av 1998-06-17 n/av no 
Canadian Commercial Corporation 
1996/97 Annual Report 1997-10-10 1997-09-26 1997-11-04 1997-10-01 
1997/98 Capital Budget Summary 1997-10-08 1997-10-10 1997-11-18 1997-10-21 
1997/98 Operating Budget Summary 1997-10-08 1997-10-10 1997-11-18 1997-10-21 
1997/98 to 
2001/02 Corporate Plan Summary 1997-10-08 1997-10-10 1997-11-18 1997-10-21 
Canadian Dairy Commission 
1996/97 Annual Report 1997-11-19 1997-12-01 1997-12-03 1997-12-02 
1997/98 Capital Budget Summary 1997-11-07 1997-09-24 1997-12-11 1997-10-01 
1997/98 Operating Budget Summary 1997-11-07 1997-09-24 1997-12-11 1997-10-01 
1997/98 to 
2001/02 Corporate Plan Summary 1997-11-07 1997-09-24 1997-12-11 1997-10-01 
Canadian Museum of Civilization 
1996/97 Annual Report 1997-10-10 1997-10-22 1997-11-04 1997-10-21 
1997/98 Capital Budget Summary 1997-10-21 1997-10-09 1997-11-20 1997-10-21 
1997/98 Operating Budget Summary 1997-10-21 1997-10-09 1997-11-20 1997-10-21 
1997/98 to 
2001/02 Corporate Plan Summary 1997-10-21 1997-10-09 1997-11-20 1997-10-21 
1998/99 Capital Budget Summary 1998-06-05 1998-06-04 n/av no 
1998/99 Operating Budget Summary 1998-06-05 1998-06-04 n/av no 
1998/99 to 
2002/03 Corporate Plan Summary 1998-06-05 1998-06-04 n/av no 
Canadian Museum of Nature 
1996/97 Annual Report 1997-10-10 1997-10-09 1997-11-04 = 1997-10-21 
1997/98 Capital Budget Summary 1997-10-21 1997-10-20 1997-11-20 1997-10-21 
1997/98 Operating Budget Summary 1997-10-21 1997-10-20 1997-11-20 1997-10-21 
1997/98 to 
2001/02 Corporate Plan Summary 1997-10-21 1997-10-20 1997-11-20 = 1997-10-21 
1998/99 Capital Budget Summary 1998-06-05 1998-06-04 n/av no 
1998/99 Operating Budget Summary 1998-06-05 1998-06-04 n/av no 
1998/99 to 
2002/03 Corporate Plan Summary 1998-06-05 1998-06-04 n/av no 
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Document to be Tabled 


House of Commons 


Senate 




















Deadline Tabled Deadline Tabled 
Cape Breton Development Corporation 
1996/97 Annual Report 1997-10-10 1997-10-03 1997-11-04 1997-10-21 
1997/98 Annual Report n/av 1998-07-22 n/av no 
1997/98 Capital Budget Summary 1997-10-21 1997-10-09 1997-11-20 1997-10-21 
1997/98 Operating Budget Summary 1997-10-21 1997-10-09 1997-11-20 1997-10-21 
1997/98 to 
2001/02 Corporate Plan Summary 1997-10-21 1997-10-09 1997-11-20 1997-10-21 
1993/99 Capital Budget Summary 1998-06-05 1998-06-08 n/av 1998-06-09 
1998/99 Operating Budget Summary 1998-06-05 1998-06-08 n/av 1998-06-09 
Defence Construction (1951) Limited 
1996/97 Annual Report 1997-10-10 1997-11-17 1997-11-04 1997-11-18 
1997/98 Capital Budget Summary 1997-10-21 1997-11-17 1997-11-20 | 1997-11-18 
1997/98 Operating Budget Summary 1997-10-21 1997-11-17. 1997-11-20 1997-11-18 
1997/98 to 
2001/02 Corporate Plan Summary 1997-10-21 1997-11-17. 1997-11-20 1997-11-18 
1998/99 Capital Budget Summary 1998-06-12 no n/av no 
1998/99 Operating Budget Summary 1998-06-12 no n/av no 
1998/99 to 
2002/03 Corporate Plan Summary 1998-06-12 no n/av no 
Enterprise Cape Breton Corporation 
1996/97 Annual Report 1997-10-10 1997-10-01 1997-11-04 1997-10-22 
1996/97 Capital Budget Summary 
Amendment 1996-12-06 1998-02-02 1997-02-12 1998-02-10 
1996/97 Operating Budget Summary 
Amendment 1996-12-06 1998-02-02 1997-02-12 1998-02-10 
1997/98 Capital Budget Summary 1998-02-20 1998-03-12 1998-03-26 1998-03-19 
1997/98 Operating Budget Summary 1997-11-07 no 1997-12-11 no 
1997/98 Operating Budget Summary 1998-02-20 1998-03-12 1998-03-26 1998-03-19 
Amendment 
1997/98 to 
2001/02 Corporate Plan Summary 1998-02-20 1998-03-12 1998-03-26 1998-03-19 
Export Development Corporation 
1997 Annual Report 1998-04-21 1998-03-23 1998-05-07 1998-03-24 
1998 Capital Budget Summary 1998-03-24 1998-03-24 1998-05-28 1998-03-25 
1998 Operating Budget Summary 1998-03-24 1998-03-24 1998-05-28 1998-03-25 
1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-24 1998-05-28 1998-03-25 
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Document to be Tabled House of Commons Senate 
Deadline Tabled Deadline Tabled 
Farm Credit Corporation 
1996/97 Annual Report 1997-10-10 1997-09-24 1997-11-04 1997-09-30 
1997/98 Annual Report n/av 1998-06-17 n/av no 
1997/98 Capital Budget Summary 1997-11-07 1997-09-24 1997-12-11 1997-09-30 
1997/98 Operating Budget Summary 1997-11-07 1997-09-24 1997-12-11 1997-09-30 
1997/98 to 
2001/02 Corporate Plan Summary 1997-11-07 1997-09-24 1997-12-11 1997-09-30 
1998/99 Capital Budget Summary 1998-06-12 1998-06-17 n/av no 
1998/99 Operating Budget Summary 1998-06-12 1998-06-17 n/av no 
1998/99 to 
2002/03 Corporate Plan Summary 1998-06-12 1998-06-17 n/av no 
Freshwater Fish Marketing Corporation 
1996/97 Annual Report 1997-12-05 1997-11-17 1997-12-15 1997-11-18 
1997/98 Capital Budget Summary 1997-11-07 1997-10-09 1997-12-11 1997-10-21 
1997/98 Operating Budget Summary 1997-11-07 1997-10-09 1997-12-11 1997-10-21 
1997/98 to 
2001/02 Corporate Plan Summary 1997-11-07 1997-10-09 1997-12-11 1997-10-21 
Great Lakes Pilotage Authority, Ltd. 
1997 Annual Report 1998-05-05 1998-04-20 1998-06-02 1998-04-28 
1998 Capital Budget Summary 1998-03-24 1998-03-09 1998-05-28 1998-03-19 
1998 Operating Budget Summary 1998-03-24 1998-03-09 1998-05-28 1998-03-19 
1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-09 1998-05-28 1998-03-19 
Halifax Port Corporation’ 
1996 Annual Report 1997-10-10 1997-10-10 1997-11-04 = 1997-10-21 
1997 Annual Report 1998-05-28 1998-05-15 1998-06-10 1998-05-26 
1998 Capital Budget Summary 1998-03-25 1998-03-19 1998-05-28 1998-03-24 
1998 to 2002 Corporate Plan Summary 1998-03-25 1998-03-19 1998-05-28 1998-03-24 
Laurentian Pilotage Authority 
159 Capital Budget Summary 1996-04-22 no 1996-06-12 no 
Amendment 
1997 Annual Report 1998-05-05 1998-04-20 1998-06-02 1998-04-28 
1998 Capital Budget Summary 1998-03-24 1998-03-09 1998-05-28 1998-03-19 
1998 Operating Budget Summary 1998-03-24 1998-03-09 1998-05-28 1998-03-19 
1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-09 1998-05-28 1998-03-19 
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Document to be Tabled 


House of Commons 


Senate 
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Deadline Tabled Deadline Tabled 
Marine Atlantic Inc. 
1996 Annual Report 1997-04-25 1997-09-26 1997-10-08 1997-10-01 
1997 Annual Report 1998-05-11 1998-04-27 1998-06-04 1998-04-28 
1998 Capital Budget Summary 1998-03-25 1998-03-19 1998-05-28 1998-03-24 
1998 Operating Budget Summary 1998-03-25 1998-03-19 1998-05-28 1998-03-24 
1998 to 2002 Corporate Plan Summary 1998-03-25 1998-03-19 1998-05-28 1998-03-24 
Montreal Port Corporation’ 
1996 Annual Report 1997-10-10 1997-10-10 1997-11-04 1997-10-21 
1997 Annual Report 1998-05-28 1998-05-15 1998-06-10 1998-05-26 
1998 Capital Budget Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 
1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 
National Capital Commission 
1996/97 Annual Report 1997-10-10 1997-10-09 1997-11-04 1997-10-21 
1997/98 Capital Budget Summary 1998-02-13 1998-02-13 1998-03-19 1998-02-17 
1997/98 Operating Budget Summary 1998-02-13 1998-02-13 1998-03-19 1998-02-17 
1997/98 to 
2001/02 Corporate Plan Summary 1998-02-13 1998-02-13 1998-03-19 1998-02-17 
1998/99 Capital Budget Summary 1998-06-12 1998-06-04 n/av no 
1998/99 Operating Budget Summary 1998-06-12 1998-06-04 n/av no 
1998/99 to 
2002/03 Corporate Plan Summary 1998-06-12 1998-06-04 n/av no 
National Gallery of Canada 
1995/96 Annual Report 1996-10-04 1996-10-07 1996-11-05 1996-10-21 
1996/97 Annual Report 1997-10-10 1997-10-09 1997-11-04 1997-10-21 
1997/98 Capital Budget Summary 1997-10-21 1997-10-20 1997-11-20 1997-10-21 
1997/98 Operating Budget Summary 1997-10-21 1997-10-20 1997-11-20 1997-10-21 
1997/98 to 
2001/02 Corporate Plan Summary 1997-10-21 1997-10-20 1997-11-20 1997-10-21 
1998/99 Capital Budget Summary 1998-06-05 1998-06-04 n/av no 
1998/99 Operating Budget Summary 1998-06-05 1998-06-04 n/av no 
1998/99 to 
2002/03 Corporate Plan Summary 1998-06-05 1998-06-04 n/av no 
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Document to be Tabled House of Commons Senate 
Deadline Tabled Deadline Tabled 
National Museum of Science and 
Technology 
1996/97 Annual Report 1997-10-10 1997-10-09 1997-11-04 1997-10-21 
1997/98 Capital Budget Summary 1997-10-21 1997-10-20 1997-11-20 1997-10-21 
1997/98 Operating Budget Summary 1997-10-21 1997-10-20 1997-11-20 1997-10-21 
1997/98 to 
2001/02 Corporate Plan Summary 1997-10-21 1997-10-20 1997-11-20 1997-10-21 
1998/99 Capital Budget Summary 1998-06-05 1998-06-04 n/av no 
1998/99 Operating Budget Summary 1998-06-05 1998-06-04 n/ayv no 
1998/99 to 
2002/03 Corporate Plan Summary 1998-06-05 1998-06-04 n/av no 
Old Port of Montreal Corporation Inc. 
1996/97 Annual Report 1997-10-10 1997-10-01 1997-11-04 1997-10-02 
1996/97 Capital Budget Summary 1996-10-04 no 1996-11-25 no 
1996/97 Operating Budget Summary 1996-10-04 no 1996-11-25 no 
1996/97 to 
2000/01 Corporate Plan Summary 1996-10-04 no 1996-11-25 no 
1996/97 Capital Budget Summary 
Amendment 1997-04-17 no 1997-10-02 no 
1996/97 Operating Budget Summary 
Amendment 1997-04-17 no 1997-10-02 no 
1997/98 Capital Budget Summary 1997-11-07 1997-12-10 1997-12-11 1997-12-12 
1997/98 Operating Budget Summary 1997-11-07 1997-12-10 1997-12-11 1997-12-12 
1997/98 to 
2001/02 Corporate Plan Summary 1997-11-07 1997-12-10 1997-12-11 1997-12-12 
Pacific Pilotage Authority 
Whee Annual Report 1998-05-05 1998-04-20 1998-06-02 1998-04-28 
1998 Capital Budget Summary 1998-03-24 1998-03-09 1998-05-28 1998-03-19 
1998 Operating Budget Summary 1998-03-24 1998-03-09 1998-05-28 1998-03-19 
1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-09 1998-05-28 1998-03-19 
Petro-Canada Limited 
1007 Annual Report 1998-05-08 1998-04-28 1998-06-04 1998-04-29 
1998 Capital Budget Summary 1998-03-24 1998-03-16 1998-05-28 1998-03-24 
1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-16 1998-05-28 1998-03-24 
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Deadline Tabled Deadline Tabled 

Port of Quebec Corporation’ 

1996 Annual Report 1997-10-10 1997-10-10 1997-11-04 1997-10-21 

(997 Annual Report 1998-05-28 1998-05-15 1998-06-10 1998-05-26 

1998 ; Capital Budget Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 

1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 
Prince Rupert Port Corporation’ 

1996 Annual Report 1997-10-10 1997-10-10 1997-11-04 1997-10-21 

1997 Annual Report 1998-05-28 1998-05-15 1998-06-10 1998-05-26 

1998 Capital Budget Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 

1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 
Queens Quay West Land Corporation 

1996/97 Annual Report 1997-12-10 1997-11-19 1997-12-16 1997-11-19 

1997/98 Capital Budget Summary 1997-10-21 no 1997-11-20 no 

1997/98 Operating Budget Summary 1997-10-21 no 1997-11-20 no 

1997/98 to 

2001/02 Corporate Plan Summary 1997-10-21 no 1997-11-20 no 

Royal Canadian Mint 

1997 Annual Report 1998-05-05 1998-04-03 1998-06-02 1998-04-28 

1998 Capital Budget Summary 1998-03-16 1998-02-04 1998-04-30 1998-02-10 

1998 to 2002 Corporate Plan Summary 1998-03-16 1998-02-04 1998-04-30 1998-02-10 
Saint John Port Corporation’ 

1996 Annual Report 1997-10-10 1997-10-10 1997-11-04 1997-10-21 

1997 Annual Report 1998-05-28 1998-05-15 1998-06-10 1998-05-26 

1998 Capital Budget Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 

1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 
St. John’s Port Corporation’ 

1996 Annual Report 1997-10-10 1997-10-10 1997-11-04 1997-10-21 

1997 Annual Report 1998-05-28 1998-05-15 1998-06-10 1998-05-26 

1998 Capital Budget Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 

1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 








Tabling of Reports in Parliament 









































Document to be Tabled House of Commons Senate 
Deadline Tabled Deadline Tabled 
St. Lawrence Seaway Authority, The 
1996/97 Annual Report 1997-10-10 1997-10-10 1997-11-04 1997-10-21 
1997/98 Annual Report n/av 1998-07-22 n/av no 
1997/98 Capital Budget Summary 1997-11-07 1997-10-10 1997-12-11 1997-10-21 
1997/98 Operating Budget Summary 1997-11-07 1997-10-10 1997-12-11 1997-10-21 
1997/98 to 
2001/02 Corporate Plan Summary 1997-11-07 1997-10-10 1997-12-11 1997-10-21 
Standards Council of Canada 
1996/97 Annual Report 1997-10-10 1997-09-23 1997-11-04 — 1997-09-30 
1997/98 Annual Report n/av 1998-07-22 n/av no 
1997/98 Capital Budget Summary 1997-10-08 1997-09-23 1997-11-18 1997-09-30 
1997/98 Operating Budget Summary 1997-10-08 1997-09-23 1997-11-18 — 1997-09-30 
1997/98 to 
2001/02 Corporate Plan Summary 1997-10-08 1997-09-23 1997-11-18 1997-09-30 
1998/99 Capital Budget Summary 1998-06-12 1998-06-02 n/av 1998-06-03 
1998/99 Operating budget Summary 1998-06-12 1998-06-02 n/av 1998-06-03 
1998/99 to 
2002/03 Corporate Plan Summary 1998-06-12 1998-06-02 n/av 1998-06-03 
Vancouver Port Corporation’ 
1996 Annual Report 1997-10-10 1997-10-10 1997-11-04 = 1997-10-21 
1997 Annual Report 1998-05-28 1998-05-15 1998-06-10 1998-05-26 
1998 Capital Budget Summary 1998-03-24 1998-03-19 1998-05-28 = 1998-03-24 
1998 to 2002 Corporate Plan Summary 1998-03-24 1998-03-19 1998-05-28 1998-03-24 
VIA Rail Canada Inc. 
1996 Annual Report 1997-04-25 1997-04-24 1997-11-19 1997-09-30 
1997 Annual Report 1998-05-05 1998-04-20 1998-06-02 1998-04-28 
roo] Capital Budget Summary 1997-11-07 1997-12-11 1997-12-11 1997-12-12 
1997 Operating Budget Summary 1997-11-07 1997-12-11 1997-12-11 1997-12-12 
1997 to 2001 Corporate Plan Summary 1997-11-07 1997-12-11 1997-12-11 1997-12-12 








' The Canada Ports Corporation Act specifies that the annual report of the Canada Ports Corporation shall include the annual reports of the 
local port corporations and that it shall be submitted to the appropriate minister no later than four months after the financial year-end. These 


reports are tabled as one document. 


Tabling of Reports in Parliament 
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INTRODUCTION 


The Annex contains the audited financial statements 
for each parent Crown corporation. Also included, 
where appropriate, are the financial statements of 
wholly owned subsidiaries not consolidated with the 
statements of the parent corporation. 


Some of the information in the Overview of the 
Portfolio and the Corporate Abstracts chapters of 
this report is extracted from these audited 
statements. For more information, the reader should 
contact the corporations directly. 








ATLANTIC PILOTAGE AUTHORITY 


MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL 
REPORTING 


The accompanying financial statements have been prepared 
by the Authority’s management in accordance with generally 
accepted accounting principles consistently applied, using 
management’s best estimates and judgements, where 
appropriate. Management 1s responsible for the integrity and 
objectivity of the information in the financial statements and 
annual report. 


Management is also responsible for a system of internal 
control which is designed to provide reasonable assurance that 
assets are safeguarded and controlled, transactions comply 
with relevant authorities and accounting systems provide 
timely, accurate financial reports. 


The Authority’s management recognizes the responsibility 
of conducting its affairs in compliance with the Pilotage Act 
and regulations, the Financial Administration Act and 
regulations, and the by-laws of the Authority. 


The Authority is responsible for ensuring that management 
fulfils its responsibilities for financial reporting and internal 
control. The Authority exercises its responsibilities through its 
Audit Committee, which is composed of members who are not 
employees of the Authority. The Committee meets with 
management and the auditors to satisfy itself that 
responsibilities are properly discharged and to review the 
financial statements. The financial statements and annual 
report are reviewed and approved by the Authority on the 
recommendation of the Audit Committee. 


The Auditor General of Canada conducts an independent 
audit of the transactions and financial statements of the 
Authority in accordance with generally accepted auditing 
standards, and expresses his opinion on the financial 
statements. He has full and free access to the Audit Committee 
of the Authority, and his report follows. 


R. A. McGuinness 
Chairman and Chief Executive Officer 


P. L. MacArthur 
Treasurer 


Atlantic Pilotage Authority 


AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have audited the balance sheet of Atlantic Pilotage 
Authority as at December 31, 1997 and the statements of 
operations, deficit, and changes in financial position for the 
year then ended. These financial statements are the 
responsibility of the Authority’s management. My 
responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Authority as 
at December 31, 1997 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that 
have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Pilotage Act and regulations, and the by-laws 
of the Authority. 


Donald M. Young, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
February 13, 1998 








BALANCE SHEET AS AT DECEMBER 31, 1997 





























ASSETS 1997 1996 LIABILITIES 1997 1996 
$ $ $ $ 
Current Current 
Cash and investments (Note 3) ................ 1,445,271 739,278 Accounts payable and accrued 
Accounts receivable, net (Note 3)............. 1,528,789 1,037,150 liabilitiesi(Note’S))\ceccssceseae eens sees 615,389 736,673 
Prepaidiexpenses ts ccs-esereessc-sevasteane amt ees 0253320 265056) Current portion of accrued employee 
2,999,380 1,802,484 _ TeMMiMatlOn| DCMELES ae ceatenearstacseee sereeses 87,997 39,184 
Defermedenttecectcccasereryss ner uetereen 6,091 
Capital assets, at cost (Note 4)............seseeee 2,678,845 2,496,785 703,386 781,948 
Less: accumulated amortization............... 1,876,959 1,710,864 
801,886 785,921 Long-term 
Accrued employee termination benefits .... 910,840 662,099 
1,614,226 1,444,047 





Commitments (Note 6) 














CONTRIBUTED CAPITAL AND 
DEFICIT 
Gontributed!capitall et cues: catesreaete ste rete 2,304,546 2,304,546 
Deficit (117,506) (1,160,188) 
2,187,040 1,144,358 
3,801,266 2,588,405 3,801,266 2,588,405 








See accompanying notes. 
Approved by the Authority: 


R. A. McGUINNESS 
Chairman 


D. MacALPINE 
Member 


A-8 Atlantic Pilotage Authority 





STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED DECEMBER 31, 1997 























STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1997 
























1997 1996 1997 1996 
$ $ $ $ 
pT Operating activities 
Pilotagerchanges strats: sacater' cy tacee-e- as 9,556,498 7,988,021 : : : 
Oder cone ee 81,254 41,660 Sans Oy LGD 
arsed = operations 
1637, 792 8,029,681 Net profit from operations for the 
= _ CAL se teecccencuntesncteectasssteetsteaceesnes 1,042,682 492,039 
Expenses Items not requiring cash 
Pilots’ fees, salaries and benefits............ 4,340,466 3,742,862 AMOTIZATION .....eseessessssensennnnnnnnnee 166,095 134,083 
Pilot boats, operating costs 2,494,651 2,324,708 Increase in accrued employee 
Staff salaries and benefits ..............00000 654,946 514,612 termination benefits... 335,861 86,906 
Transportation and travel..............00 385,124 341,959 Decrease in deferred rent.............. (6,091) (26,669) 
Professional and special services pert 199,444 139,783 1,538,547 7 686.359 
Utilities, materials and supplies............ 183,282 157,067 GReb ero ite areal om Sor once 
ApaertiaGons sheds 166,095 134,083 a aia ys P 2 nore 
Rent Wer ete: 106,088 116,221 iad ie aa A haalidd a 
Gian. 64.974 66.347 Cash used for non-cash working 
Base Tate Tear : <a CAD al rrecctscs rseteet sermon see aro (612,187) (42,936) 
8,595,070 7,537,642 Employee termination benefit 
i aa Z PAVIMEMIS farccecceecr eaters eater er ee (38,307) (14,367) 
Net profit from operations ..........ccsceeeeees 1,042,682 492,039 Cash provided by operating activities....... 888.053 Tea 
Gain from settlement of ; dah Je aa aa 
lawgnst (Note Tiacete tet oe oe 144,315 Investing activities 
- = Net additions to capital assets .............. (182,060) (150,051) 
Netiprontforthe years scracsers-statesteoress 1,042,682 636,354 or : ar So 
Cash used for investing activities ............. (182,060) (150,051) 
See accompanying notes. : ; = = = — 
Increase in cash and investments 
cliimineathenyecteemsteses esteem nities ee 705,993 623,320 
Cash and investments, beginning of the 
Si GTR erence eee EE ec ee Semone Era reree 739,278 115,958 
Cash and investments, end of the year...... 1,445,271 739,278 
STATEMENT OF DEFICIT ‘ 
FOR THE YEAR ENDED DECEMBER 31, 1997 eS eee eee 
1997 1996 
$ $ 
Balance, beginning of the year.................. 1,160,188 1,796,542 
INeiprotitton thesyeatn meee: en seseaess ses (1,042,682) (636,354) 
Balance jend Of the, yeatesrs..c.ssecrees-act-e--- 117,506 1,160,188 





See accompanying notes. 


Atlantic Pilotage Authority 








NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997 


1. Objectives and activities (c) Employee termination benefits 


Employees are entitled to specified benefits on 
termination as provided for under labour contracts and 
conditions of employment. The liability for these 
benefits is recorded as they accrue to the employees. 


The Atlantic Pilotage Authority (the "Authority") was 
established in 1972 pursuant to the Pilotage Act. The 
objects of the Authority are to establish, operate, maintain, 
and administer a safe and efficient pilotage service within 
designated Canadian waters. The Act provides that pilotage 
tariffs shall be fair, reasonable, and sufficient, together 
with any revenue from other sources, to permit the 
Authority to operate on a self-sustaining financial basis. 
According to the National Marine Policy dated December 
1995, the Authority no longer has access to parliamentary 
appropriations. Bill C-9, currently before the Senate, 
proposes amendments to the Pilotage Act whereby no 3. Financial instruments 
payment to an Authority may be made under an 
appropriation by Parliament to discharge an obligation or 


(d) Investments 


Investments are recorded at cost. Write down of 
investments to market value would only be recorded 
for other than temporary decline in their underlying 
value. 


The Authority invests in Government of Canada 
Treasury Bills and government guaranteed bonds. 




















liability. 
1997 1996 
The Authority is a Crown corporation listed in 
Schedule III, Part I of the Financial Administration Act and le mat siete Bashy 
is not subject to the provisions of the Income Tax Act. 
$ % $ % 
2. Significant accounting policies Poe within 
year 
(a) Amortization Government of 
Canada 
Amortization of capital assets is calculated on a Treasury Bills...... 309,461 3.235 299,170 2.48 
straight-line basis and is based on the estimated useful uate j itor y el 
Ws . anada DOnGS... 3 . 
UTERUS CS SENOS Provincial bonds... 145,426 4.108- 
Pilot boats 10 to 25 years ale 
Furniture and equipment 5 to 10 years 542,793 299,170 
’ Maturing between | 
(b) Pension plan and 3 years 
. Government of 
All employees are covered by the Public Service Canada bonds....... 265,999  4.548- 
Superannuation Plan administered by the Government 4.939 
of Canada. Contributions to the Plan are required from Provincial bonds....... 99,932 4.561 
both the employee and the Authority. Contributions 365,931 
with respect to current service are expensed in the Maturing beyond 
current period. Contributions with respect to past 3 years 
service benefits are expensed when paid. The Government of 
Authority is not required under present legislation to Sight alge Sd he 
make contributions with respect to actuarial Total investments.......... 1,008,045 299,170 
deficiencies of the Public Service Superannuation a a ia Es SUE ae seal 
Account. Total cash and 
TOIVESEDICNES,peseerueeesees 1,445,271 739,278 


The market value of these investments approximates 
both their carrying value and fair value. 


Accounts receivable and accounts payable are incurred 
in the normal course of business. Both are due on demand. 
The carrying amounts of each financial instrument 
approximate fair values because of their short maturity. 
There are no concentrations of accounts receivable with 
any one customer. 





Atlantic Pilotage Authority 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997—Concluded 


4. Capital assets 

















1997 1996 
Accumulated Accumulated ‘ 
Cost amortization Net Cost amortization Net 
$ $ $ $ $ $ 
Den Ys rece srccc rere error REECE CCCEEE ER REC ER CO eran crereres 450 450 450 450 
PU OEID OAtS es cerscasscacte cs Cat eck Aes tasseeastcsteees cqcreedVnsevckeee 2,220,202 1,579,986 640,216 2,220,202 1,465,029 TBO: 
URIS ANC EQUIpIMe Nt nes ceeeeare een eareae cee etees 458,193 296,973 161,220 276,133 245,835 30,298 
2,678,845 1,876,959 801,886 2,496,785 1,710,864 785,921 








5. Related party transactions 


The Authority receives services from government 
departments and these are provided without charge. These 
include pilot dispatching services by the Canadian Coast 
Guard, through its Vessel Traffic Service Centres in Nova 
Scotia, New Brunswick, and Newfoundland and Labrador. 
Pilot dispatch services are a significant aspect of the 
Authority’s operations. The cost of these services is not 
recorded in the accounts of the Authority. 


6. Commitments 


The Authority has entered into contracts for pilot boat 
services, office rentals, and wharfage rentals requiring the 
following minimum annual payments: 





$ 
VIS hese rd nee ne eee eres oR ere ee eee en 584,365 
NOOO ee re eee ace ete aeer nace arie arte evr cmtesewe ens 160,228 
LODO eee earaetaes S cuc vestry eee oie Ses eet nena gaits 120,467 
DOO Wand DEyOndieessescaccscentiecerereenacesets 49,963 
915,023 


7. Lawsuit 


The Authority had previously recognized a liability of 
$294,315 for a lawsuit and post judgement costs. During 
1996, the Authority reached an out-of-court settlement with 
the other party. As a result, the Authority recognized the 
difference between the original judgement and the 
settlement as a gain of $144,315 in 1996. 





Atlantic Pilotage Authority 





ATOMIC ENERGY OF CANADA LIMITED 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1998 
WERE NOT AVAILABLE AT DATE OF PRINTING 


Atomic Energy of Canada Limited » 





BANK OF CANADA 


FINANCIAL REPORTING RESPONSIBILITY 


The accompanying financial statements of the Bank of 
Canada have been prepared by management in accordance 
with accounting principles generally accepted in Canada and 
have been consistently applied. The integrity and objectivity of 
the data in these financial statements are management’s 
responsibility. Management is responsible for ensuring that all 
information in the annual report is consistent with the financial 
statements. 


In support of its responsibility, management maintains 
financial and management control systems and practices to 
provide reasonable assurance that the financial information is 
reliable, that the assets are safeguarded and the operations are 
carried out effectively. The Bank has an internal audit 
department whose functions include reviewing internal 
controls and their application, on an ongoing basis. 


The Board of Directors is responsible for ensuring that 
management fulfils its responsibilities for financial reporting 
and internal control and exercises this responsibility through 
the audit committee of the Board. The audit committee reviews 
the Bank’s annual financial statements and recommends their 
approval by the Board of Directors. The audit committee meets 
with management, the internal auditors, and the Bank’s 
external auditors appointed by order-in-council. 


These financial statements have been audited by the Bank’s 
external auditors, Coopers & Lybrand and Caron Bélanger 
Ernst & Young and their report is presented herein. 


G. G. Thiessen, 
Governor 


L. T. Requard, 
Corporate Secretary 


Ottawa, Canada 
February 12, 1998 
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AUDITORS’ REPORT 


TO THE MINISTER OF FINANCE, registered shareholder of the 
Bank of Canada 


We have audited the balance sheet of the Bank of Canada as 
at December 31, 1997 and the statement of revenue and 
expense for the year then ended. These financial statements are 
the responsibility of the Bank’s management. Our 
responsibility is to express an opinion on these financial 
statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these financial statements present fairly, in 
all material respects, the financial position of the Bank as at 
December 31, 1997 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. 


Caron Bélanger Ernst & Young 
Chartered Accountants 


Coopers & Lybrand 
Chartered Accountants 


Ottawa, Canada 
January 23, 1998 








BALANCE SHEET AS AT DECEMBER 31, 1997 


(in millions of dollars) 




















ASSETS OOF 1996 
Deposits in foreign currencies 
IW S:/dollars te ets. sracge-c.terseeees 383.1 235.0 
@ther curmencicSirrecaser-eesttaneteneceee Sy 4.0 
386.3 239.0 
Advances to members of the 
Canadian Payments Association... 363.3 553.8 
Investments (Note 7) 
Treasury bills of Canada................ 14,065.0 17,416.5 
Other securities issued or 
guaranteed by Canada 
maturing within three years........ 4,165.7 2,328.3 
Other securities issued or 
guaranteed by Canada not 
maturing within three years........ SELDOM, 5,635.2 
Otherinvestmentseess-se ewes 3,434.1 3,942.4 
30,464.5 29,322.4 
Bank premises (Note 4) ..........c:ceeeeees 189.0 198.2 
Other ASSES i ssc cveacseatescocsssececrsecacvesarss 346.1 271.0 
31,749.2 30,584.4 


See accompanying notes to the financial statements. 
G. G. THIESSEN 
Governor 


DEDSEWS BY 
Chief Accountant 


On behalf of the Board: 


W. DUBOWEC, FCA 
Chairman, Audit Committee 


J. MAXWELL 
Lead Director 


LIABILITIES 


Capital paid up 


(NOt6: 5) Sc. Se Beets 


Rest find) (NoteiG). ces cpete sae, mr ae sataasensnachracccuvetepeas 
Bank-notes am circulation sees sdeecesetnucsescseanaters 


Deposits 
Government 


Of Canadanccrcccscctcrsattescrestooss 


Chartered banks: fcct3 at tes .ce.cetemnncreoerscer tee 

Other members of the Canadian Payments 
ASSOCIATION 7. <cccevsaceseoseveateceticsessteeeenccessseeser 

Other Geposits werrerccsseetnccesteates weeeettacees sneer 


Liabilities in foreign currencies 
Governmentiof Canada rere erceteeseee sere eee 


Other liabilities 











1997 1996 
5.0 5.0 
25.0 25.0 
30,542.0 29,109.1 
40.6 11.0 
539.0 945.5 
24.6 14.6 
278.3 347.8 
882.5 1,318.9 
Pushilay? 91.0 
63.5 35.4 
31,749.2 30,584.4 
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STATEMENT OF REVENUE AND EXPENSE 


YEAR ENDED DECEMBER 31, 1997 
(in millions of dollars) 





























1997 1996 
Revenue 
Revenue from investments, net of 
interest paid on deposits of 
$3.8 million ($9.8 million in 
LOG) earn Rae AE se taevaes Way's 1,578.6 1,648.8 
Expense by function (Notes | and 3) 
Monetary: policy: ccc icosssnsccevsersess sosncesees 37.4 35.0 
Central banking services ... PPS) 22.8 
(CUTTS eae ce eR eee 65.7 69.6 
Debt-management services 
Marketidebt SenviceSess-.-ssceene 8.4 9.9 
RetailidebEsenvices ses sees teers 47.7 41.7 
184.7 179.0 
Less retail debt recoveries................... (28.9) 
155.8 179.0 
Otherexpensesi(mevenuie)sesncc-eeee (11.6) 34.7 
144.2 213i 
Net revenue paid to Receiver General 
hom Canadaaee.< te) Soe: See ie Ree 1,434.4 1,435.1 





See accompanying notes to the financial statements. 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997 


Bank functions 


The Bank of Canada’s primary responsibilities are set 
out in the Bank of Canada Act and can be grouped into four 
broad functions which are described below. Net operating 
expense in the Statement of revenue and expenses are 
reported on the basis of these four corporate functions. Net 
operating expenses by major objects of expenditure are 
presented in Note 3. 


Monetary policy 


The Bank’s most important responsibility is monetary 
policy. Monetary policy is concerned with managing the 
rate of monetary expansion in a way that is consistent with 
preserving the value of money. 


Central banking services 


The Bank carries out a variety of activities that regulate 
and support Canada’s principal systems for clearing and 
settling payments and other financial transactions. The 
Bank also provides a number of central banking services 
and advice to the federal government, financial institutions, 
and the general public. 


Currency 


The Bank is responsible for issuing bank notes in 
Canada. This responsibility involves note design (including 
anti-counterfeiting features) as well as the printing and 
distribution of bank notes and their eventual replacement. 


Debt-management services 
Market debt services 


As fiscal agent, the Bank advises the federal 
government on matters relating to the public debt and 
is responsible for issuing debt, maintaining 
bondholder records, and making payments on behalf 
of the government for interest and debt redemption. 


Retail debt services 


As fiscal agent, the Bank provides administrative, 
systems and operational support services to the 
Canada Investment and Savings Agency in support of 
the federal government’s retail debt program and is 
responsible for issuing debt, maintaining bondholder 
records, and making payments on behalf of the federal 
government for interest and debt redemption. Effective 
June 1997, as a result of amendments to the Bank of 
Canada Act, the Bank began charging the Department 
of Finance with the full cost of retail debt operations. 








NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


2. Significant accounting policies (f) Deposits 


The financial statements of the Bank are in accordance 
with generally accepted accounting principles and conform 
to the disclosure and accounting requirements of the Bank 
of Canada Act and the Bank’s by-laws. As all material 
changes in financial position are evident from the financial 
statements, a separate statement of changes in financial 
position has not been prepared as it would not provide any 
additional useful information. The significant accounting 
policies of the Bank are: 


(a) Revenues and expenses 


Revenues and expenses are accounted for on the 
accrual basis, except for interest on advances to a bank 
ordered to be wound up which is recorded as received. 


(b) Translation of foreign currencies 


Assets and liabilities in foreign currencies are 
translated to Canadian dollars at the rates of exchange 
prevailing at the year-end. Foreign currency assets and 
liabilities covered by forward contracts are converted 
to Canadian dollars at the contracted rates. Gains and 
losses from translation of, and transactions in, foreign 
currencies are included in revenue. 


(c) Advances 


Advances to members of the Canadian Payments 
Association are liquidity loans for which the Bank 
charges the Bank Rate. These loans are fully 
collateralized and generally overnight in duration. 


(d) Investments 


Investments, consisting mainly of Government of 
Canada treasury bills and bonds, are recorded at cost 
and are adjusted for amortization of purchase 
discounts and premiums. The amortization, as well as 
gains and losses on disposition, are included in 
revenue. 


(e) Bank premises 


Bank premises, consisting of land, buildings, 
computer hardware/software, and other equipment, are 
recorded at cost less accumulated depreciation. 
Computer software is capitalized only when its cost 
exceeds $2 million. Depreciation is calculated using 
the straight-line method and is applied over the 
estimated useful lives of the assets, as shown below. 


Buildings 25 to 40 years 
Computer hardware/software —. 3 to 7 years 
Other equipment 5 to 15 years 


A full year of depreciation is charged against assets in 
the year of acquisition, except for projects in progress 
which are depreciated from the point of substantial 
completion. No depreciation is taken on assets in the 
year of disposal. 


The liabilities within this category are generally 
Canadian dollar non-interest-bearing demand deposits. 


(g) Insurance 


The Bank does not insure against direct risks of loss to 
the Bank, except for potential liabilities to third parties 
and where there are legal or contractual obligations to 
carry insurance. Any costs arising from these risks are 
recorded in the accounts at the time they can be 
reasonably estimated. 


Expense by object of expenditure 


1997 1996 





(in millions of dollars) 








Salaries: 2 jonccccnt et mee toteeecue tesa a cies UPR) 4A} 
Benefits and other staff expenses ....... NGAI 23.4 
(CUTTENC Yi COSTS ncceoesse-sevecsensrsesarers-reee 18.4 16.8 
Premises maintenance, net of rental 
NING ONG esos tee ce res cee sae moat 26.1 28.0 
SERVICES TANdISUPpliesase eee eset ee 30.7 19.5 
DEprecigilonien wer. csc er essere reer: 22S 23.4 
187.5 182.4 
Recoveries 
Retail debtisenvicesiess.e.ceee enacts (28.9) 
Othe pe Reece acess verre (2.8) (3.4) 
155.8 179.0 
Other expenses (revenue) 
Settlement costiscss scr eee Pile) 
Workforce adjustment (Note 8)...... 25 5.0 
MiaiscelaneOus recesses ee eeeeeeeneners (14.1) aes 





NE Ota ease vressestecccinctseese eet sree tentvanencesestes 144.2 23 ei 


Salaries and benefits of Bank staff engaged in premises 
maintenance are not included in the Salaries or Benefits 
and other staff expenses categories, but rather as part of 
Premises expenses. 


Recoveries represent the fees charged by the Bank for a 
variety of services. Effective June 1997, the Bank began 
recovering the cost of retail debt operations from the 
Canada Investment & Savings Agency on a full cost basis. 


Miscellaneous expenses (revenue) for 1997 include a 
net book gain of $10.1 million related to the sale of four 
Bank buildings outside of Ottawa, namely Halifax, Regina, 
Calgary and Vancouver. As well, the Bank received 
payment for out-of-pocket expenses of $4.0 million 
incurred in connection with the liquidation of the Canadian 
Commercial Bank (Note 10). 


Certain comparative figures have been reclassified to 
conform with the financial statement presentation adopted — 
in the current year. 


Bank of Canada 





NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


4. Bank premises 


1997 1996 
Accumulated Net Accumulated Net 
Cost depreciation book value Cost depreciation book value 





(in millions of dollars) 











Ianc anciuUildin Os meweeecae tence ieceresetsetecerae 201.0 88.2 112.8 224.0 97.6 126.4 
Computer hardware/software ..........cecseseseseees 36.1 24.0 12 SN 26.3 12.8 
OmMercampment sce. tect cece econ 132.5 83.0 49.5 138.7 85.7 53.0 
369.6 L952) 174.4 401.8 209.6 192.2 
PROJECIS AMINO SLES Seeeeterraaces seen eeenre teasers 14.6 14.6 6.0 6.0 
384.2 19522 189.0 407.8 209.6 198.2 








5. Capital paid up 


The authorized capital of the Bank is $5.0 million 
divided into 100,000 shares with a par value of $50 each. 
The shares are fully paid and, in accordance with the Bank 
of Canada Act, have been issued to the Minister of 
Finance, who is holding them on behalf of the Government 
of Canada. 


6. Rest fund 


The rest fund was established in accordance with the 
Bank of Canada Act and represents the general reserve of 
the Bank. The rest fund was accumulated out of net 
revenue until it reached the stipulated maximum amount of 
$25.0 million in 1955. 


7. Investments 


This category includes Government of Canada treasury 
bills and bonds as well as other investments which are held 
under short-term foreign currency swap arrangements with 
the Exchange Fund Account of the Government of Canada 
as described in Note 11 (b). 


The Bank typically holds its investments in treasury 
bills and bonds until maturity. The amortized book values 
of these investments approximate their par values. At the 
year-end, the average yield on the Bank’s holdings of 
treasury bills which average three months to maturity was 
3.9 per cent (3.6 per cent in 1996), while the average yield 
for bonds maturing within three years was 6.6 per cent 
(7.5 per cent in 1996), and for those maturing in over three 
years was 7.8 per cent (9.1 per cent in 1996). 





Bank of Canada 








NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


8. 


Workforce adjustment 


Following extensive reviews of its activities, the Bank 
has been streamlining a number of its operations resulting 
in an expected total reduction of about 650 of its staff 
positions. The position reductions are being accomplished 
through early retirements, voluntary departures and layoffs, 
and will be completed in 1998. To record termination 
costs, the Bank made provisions for $33 million in its 
accounts in 1995, $5 million in 1996 and $2.5 million in 
1997. As at December 31, 1997, $31.4 million of the 
provision of $40.5 million has been paid. 


Pension plan 


The Bank sponsors a defined-benefit pension plan for its 
employees which is registered under the Pension Benefits 
Standards Act. The plan provides pension benefits based 
on length of service and rates of pay. 


Actuarial valuations of the pension plan are made 
periodically by an independent actuary using the projected 
benefit method prorated on service. Market-related values 
are used to value pension plan assets. Based on the latest 
actuarial valuation as at December 31, 1995, the estimated 
present value of the accrued pension benefits as at 
December 31, 1997 was $423.6 million ($418.8 million in 
1996), and the estimated market-related value of the 
pension plan assets was $508.8 million ($468.9 million in 
1996). 


Pension expense for 1997 was in a credit position of 
$1.3 million ($7.0 million expense in 1996). These 
amounts comprise the actuarially computed cost of pension 
benefits in respect of current year service and the 
amortization of past service costs and experience gains and 
losses. Amortization is calculated on a straight-line basis 
over the average remaining service life of the plan 
members, currently 12 years. 


. Legal matters 


On September 3, 1985 and January 20, 1986 
respectively, winding up orders were issued for the 
Canadian Commercial Bank and the Northland Bank. At 
those dates, the Bank of Canada had liquidity advances 
outstanding of $1.3 billion to the Canadian Commercial 
Bank and $0.5 billion to the Northland Bank. 


At December 31, 1997, the residual balance of the 
advance outstanding was $1 million to the Northland Bank 
(unchanged from 1996). On the basis of the available 
information, it is the opinion of the Bank of Canada that it 
will be fully repaid from the proceeds of the liquidation of 
Northland Bank. 


ie 


As aresult of a court order issued in December 1997 
concerning the Canadian Commercial Bank, the Bank of 
Canada received payment of the residual balance of the 
advance outstanding of $45.3 million together with interest 
of $43.9 million and out-of-pocket expenses of 
$4.0 million. This brings the total amount received by the 
Bank of Canada in satisfaction of its claim as a secured 
creditor of the Canadian Commercial Bank to $1.5 billion. 


An amount of $13.8 million remaining to be paid to the 
Bank of Canada as part of the settlement with unsecured 
creditors of the Canadian Commercial Bank is reported 
under Other assets on the Balance sheet. The Bank of 
Canada expects to receive $10 million of this amount 
before the end of March 1998. 


Commitments 
(a) Bank premises 


As at December 31, 1997, outstanding commitments 
under contracts for new computer systems and 
equipment purchases totalled $9.0 million 

($9.1 million in 1996). These contracts call for 
payments over the next year. 


(b) Foreign currency contracts 


In the ordinary course of business, the Bank enters 
into commitments involving the purchase and sale of 
foreign currencies. In particular, the Bank enters into 
short-term foreign currency swap arrangements with 
the Exchange Fund Account (EFA) of the Government 
of Canada as part of its cash management operations 
within the Canadian banking system. These 
transactions, which are made with the concurrence of 
the Minister of Finance under a standing authority, 
involve the temporary acquisition by the Bank of 
foreign currency investments from the EFA. These 
investments are paid for in Canadian dollars at the 
prevailing exchange rate with a commitment to reverse 
the transaction at the same rate of exchange at a future 
date. The fair values of these investments are not 
materially different from their book values. At the 
year-end, the average yield for these investments was 
6.1 per cent (6.1 per cent in 1996). 


As well, the Bank of Canada is a participant in two 
foreign currency swap facilities with foreign central 
banks. The first, amounting to U.S.$2 billion, is with 
the U.S. Federal Reserve. The second, amounting to 
Can. $1 billion, is with the Banco de México. There 
were no drawings under either facility in 1996 or 
1997. 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Concluded 


A summary of outstanding commitments follows. 


1997 1996 





(in millions of dollars) 


Foreign currency contracts 
—— UE CHAS OSs aaranwrs cascensssscencsccassete 95.8 75.4 
SALES ea asess cos esse ivecse sense tveeasctsgs B,53.8 4,080.5 


As at December 31, 1997, outstanding foreign 
currency contracts included sale commitments of 
$3,476.2 million ($4,005.1 million in 1996) under 
swap arrangements with the EFA. 


12. Year 2000 


In April 1997, the Bank completed an internal 
Year 2000 impact assessment. Based on the results of this 
study, the Bank has developed a business plan to ensure 
that its critical internal systems will function properly, to 
co-ordinate testing with business partners of shared 
systems, and to ensure that appropriate contingency plans 
are in place in the event of disruption or system failure. 


The plan is designed to ensure continued and proper 
functioning of the payments and settlement systems, 
monetary policy operations, bank note operations and 
debt-management services. A dedicated team has been 
formed to provide overall management, direction and 
support of the Year 2000 initiatives. 


The Bank’s plan is to have internal systems completed 
by the end of 1998. In 1999, the Bank will focus on testing 
shared systems with its business partners and developing 
the necessary contingency plans. The Bank estimates that 
the total cost of external and internal resources for this 
initiative will be approximately $14.0 million over the 
period from 1997 to 1999, with $2.0 million of this amount 
incurred in 1997. 
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL 
INFORMATION 


The financial statements of the Business Development Bank 
of Canada were prepared and presented by management in 
accordance with generally accepted accounting principles on a 
basis consistent with that of the preceding year. The 
information contained therein normally includes amounts 
requiring estimation which have been made based upon 
informed judgment as to the expected results of current 
transactions and events. The financial information presented 
elsewhere in this annual report is consistent with the financial 
statements. 


In discharging its responsibility for the integrity, fairness 
and quality of the financial statements and for the accounting 
systems from which they are derived, management maintains a 
system of internal control designed to provide reasonable 
assurance that transactions are authorized, assets are 
safeguarded and proper records are maintained. The system of 
internal control is augmented by audit and inspection staff who 
conduct periodic reviews of different aspects of the Bank's 
operations. In addition, the Vice-President, Audit and 
Inspection and the independent auditors have full and free 
access to the Audit Committee of the Board of Directors which 
is responsible for overseeing and reviewing management's 
internal control and reporting responsibilities. The Board of 
Directors, through the Audit Committee which is comprised of 
Directors who are not employees of the Bank, is responsible 
for reviewing and approving the audited annual financial 
statements. 


The Bank's independent auditors, KPMG, Chartered 
Accountants and the Auditor General of Canada have audited 
the Bank's financial statements and their report indicates the 
scope of their audit and their opinion on the financial 
statements. 


Francois Beaudoin 
President and Chief Executive Officer 


Alan B. Marquis 
Vice-President, Finance 
and Chief Financial Officer 


BUSINESS DEVELOPMENT BANK OF CANADA 


AUDITORS’ REPORT 
TO THE MINISTER OF INDUSTRY 


We have audited the balance sheet of the Business 
Development Bank of Canada as at March 31, 1998 and the 
statements of income, changes in shareholder’s equity and 
changes in financial position for the year then ended. These 
financial statements are the responsibility of the Bank's 
management. Our responsibility is to express an opinion on 
these financial statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these financial statements present fairly, in 
all material respects, the financial position of the Bank as at 
March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, we report that, in 
our opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Bank that 
have come to our notice during our audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Business Development Bank of Canada Act 
and the by-laws of the Bank. 


The financial statements for the year ended March 31, 1997 
were audited by the Auditor General of Canada and Raymond, 
Chabot, Martin, Paré, General Partnership who expressed an 
opinion thereon, without reservation in their report dated 
May 23, 1997. 


KPMG 
Chartered Accountants 


Montréal, Canada 
May 22, 1998 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 


Business Development Bank of Canada 





BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 


6e——easwpm@mna@ww*9wOwowowOO+eS ee aSSsS———w—woaOoo(asasoowowoeoyoo ann 
LIABILITIES AND SHAREHOLDER’S 















































ASSETS 1998 1997 EQUITY 1998 1997 
Cash and short-term investments Accounts payable and accrued 
NO1Eg3) soracc nc cotuness areas tent snes ssccsecareceeaesstasce 498,999 426,946 liabilities 22 -s-estere eee eee 40,388 30,316 
ECHITIMESK (INO 4) is cervacusssecresresss-scenceansserse ses 58,106 117,475 Accrued interest on borrowingS............:00000 74,237 77,090 
557,105 544,421 114,625 107,406 
Loans, net of allowance for credit 
losses (Notes Sand 7) een cereescssesesesesoneees 3,838,305 3,386,356 Borrowings (Note 9) 
Venture capital investments, net of SHOMRLCHII NOLES eseessee eves cc sceeeeceesssceokoes 2,462,973 1,206,631 
allowance for losses (Notes 6 and 7)......... 70,046 41,444 Mone-lenmiMOtesperecsuteeanreeee eras: ese 2,164,339 
3,908,351 3,427,800 3,838,505 3,370,970 
Capital assets, net of accumulated Other liabilitresi(Notenl|O) eeeserssserecevestenes 127,801 CSHSEPE 
LE PLE CLANTON case ces dme es saracvess vue cxreateeeeath 26,454 19,033 
GSE ASSELS (NOLEIS) bere cerersarace seevestecteersteeeee 2610/9 ee S051 SHAREHOLDER’S EQUITY 
1227538, 57,584 
Shareteapital(NOtewl i) rarer ects reece 403,400 403,400 
Retained earnings 103,658 64,194 
507,058 467,594 
‘THOUAUIGRISS Gh-sae tn iets RB ROE eer Ree i 4,587,989 4,029,805 Total liabilities and shareholder’s equity...... 4,587,989 4,029,805 














The accompanying notes to financial statements are an integral part of this statement. 
Approved by the Board: 


TERRY B. GRIEVE 
Director 


FRANCOIS BEAUDOIN 
Director 
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STATEMENT OF INCOME 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 





















































1998 1997 
Financial services 
Loans division 
ALEKESt. INCOM hex. seeveaeeessbeaese seen caes 348,390 326,508 
Interest expense (Note 12) 129,742 134,637 
Net interest IncOme ..ss-.0-<...2020000es 218,648 191,871 
Provision for credit losses 
MNOte 7) Re teccottascccoseseuscccseuescees $1,300 39,041 
Net interest income after 
provision for credit losses......... 167,348 152,830 
Operating and administrative 
expenses (INOte U3) reamrsccscsccast: 116,611 104,406 
Income from loans division........... 50,737 48,424 
Venture Capital division 
Investment inCOME................00.- 11,364 16,385 
Provision for losses on 
investments (Note 7) ...............+ 1,920 2,393 
Net investment income after 
provision for losses ............:.00+ 9,444 1133992 
Operating and administrative 
Expenses (NOMS) kreseetersesnstere Spey 4,044 
Income from Venture Capital 
GIVISION Sets eer eee 4,217 9,948 
Income from financial services............... 54,954 58,372 
Consulting group 
REVERUE te ot shaswe av ssavesaconnecetcs 21,458 19,758 
Operating and administrative 
SxPSUSES: INOLEW 3) peccsexseerescseersserne 30,938 34,410 
Loss from consulting group...........:.0000 (9,480) (14,652) 
Net income (excluding parliamentary 
APPLOPTIAaviON) lesnea-cananes-cestencnveevere=s 45,474 43,720 
Parliamentary appropriation 
GNOTERIA) eee eer amen 6,948 
INGRANC OMe sisesecceseucascetsereeoessacecareeeeees 45,474 50,668 
Net income (loss) by division 
(excluding parliamentary 
appropriation) 
WG ATIS stseacetee ce sanoaeceaccccstendibensomerecceaens 50,737 48,424 
Wemtline capitals secconmcccesstecsersrcr? 4,217 9,948 
Consultin S OrOupyctsesce-ervseconvesecresscseat (9,480) (14,652) 





Net income (excluding parliamentary 
Ap PEO PULATLOM) preeacesnttacececeesseerceyerer 45,474 43,720 





The accompanying notes to financial statements are an integral part of this 
statement. 


STATEMENT OF CHANGES IN SHAREHOLDER’S 
EQUITY FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 



































1998 1997 

Preferred shares (Note 11) 

Balance at beginning of year.............. 100,000 50,000 

Issueror prefered Shateseencs.cterceersn: 50,000 

Balance atvendrot ye diemsnee seamen. 100,000 100,000 
Common shares (Note 11) 

Balance at beginning of year.............. 303,400 303,400 

Balanceratiendioiwealy ssc rn-cees 303,400 303,400 
Motal shareicapitallmesusesesrscece es ee asst ne 403,400 403,400 
Retained earnings 

Balance at beginning of year 64,194 16,928 

Netti GO ime see coer ete ett cone tacen sees s 45,474 50,668 

Dividend on preferred shares ............. (6,010) (3,402) 

Balance atiend (Of Veale. cccsccrcecee-eoees 103,658 64,194 
Total shareholder’s equity................:008 507,058 467,594 





The accompanying notes to financial statements are an integral part of this 
statement. 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 








Cash flows from operating activities 
INGUSIN COMES gocteesev estes causuiws aterctaceense 45,474 50,668 
Items not requiring an outlay of cash 
Provision for credit losses and 
losses on venture capital 




















TMIV.ES HIGHS. cacy eendicercccerens teentoncs 53,220 41,434 
Depreciation of capital assets ........... 5,980 4,434 
Change in interest receivable on 
IDES sere Matinee tee oes comer ae (e225) (368) 
Change in accrued interest on 
DOMO WIN OS) casas ceeese sen cucveneeseeetes (2,853) 33,326 
Net change in other assets and other 
abilities tarde ieee oe rscre meee 14,485 (15,458) 
115,081 114,036 
Cash flows used in investing activities 
Disbursements for loans and venture 
CapitalMVeEStMentS :.-,.-<.-e--reneeeeerstars (1,181,992) (923,765) 
Repayments of loans and venture 
Capital MVESUMEMES o..-css-sncnforueseces-es 649,446 598,096 
Net acquisition of capital assets ........... (13,401) (8,358) 
(545,947) (334,027) 
Cash flows from financing activities 
ISSUE; OR LON S-term NOtESs...<-sesveserecrs 257,912 897,408 
Repayment of long-term notes ............. (1,064,694) (680,034) 
Net change in short-term notes............. 1,256,342 108,441 
INCU change iniseCumtlesicr1c..cscere eee ses 59,369 46,977 
Proceeds from issue of preferred 
GMAT OS ata nceeearen eee aeceeh sone pauatessioeees 50,000 
Dividend declared! oe. es. ccsssscaveecessosss (6,010) (3,402) 
502,919 419,390 
Net increase in cash and 
short-term IMVeStMeNts ..........0005.000.00-.. (an055 199,399 
Cash and short-term investments 
aulbepinnineroh yealsemeey-smrerctme=s tr 426,946 227,547 





Cash and short-term investments 
Atend Oly Car cian ice steers crecetaceemeeue ners 498,999 426,946 


The accompanying notes to financial statements are an integral part of this 
statement. 





NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998 
(in thousands of dollars except as otherwise indicated) 


1. Act of incorporation, objectives and operations of the 
Corporation 


The Business Development Bank of Canada (BDC) is a 
Crown corporation which was established by an Act of 
Parliament on December 20, 1974 as the Federal Business 
Development Bank, and continued under its current name 
by an Act of Parliament on July 13, 1995. The Bank is 
wholly owned by the Government of Canada and is exempt 
from income taxes. 


The objectives of the Bank are to promote and assist in 
the establishment and development of business enterprises 
in Canada, especially small and medium-sized businesses, 
by providing a wide range of financial and consulting 
services tailored to meet the current needs of those 
businesses and to earn an appropriate return on investment 
capital, which is used to expand the loan portfolio. 


The Business Development Bank of Canada Act 
expanded and extended the mandate of the Bank, enabling 
it to more effectively respond to the needs of Canada’s 
small and medium-sized businesses. The Bank offers to 
Canadian companies services complementary to those of 
commercial financial institutions: financial services, 
venture capital, and consulting services. 


To finance these objectives, the Bank issues debt 
instruments which are secured by the Government of 
Canada. The Business Development Bank of Canada Act 
also allows the issuance of hybrid capital instruments to 
provide the capital required for meeting the growing 
financial needs of Canadian small and medium-sized 
businesses. The Crown would not be liable for payment of 
amounts owing under such capital instruments. 


2. Significant accounting policies 


The financial statements have been prepared in 
accordance with generally accepted accounting principles. 
As such, the preparation of financial statements requires 
that management make estimates and assumptions that 
affect reported amounts and disclosures in these 
statements. Actual results could differ from those 
estimates. The significant accounting policies used in the 
preparation of these financial statements are summarized 
below. 


Securities 


Debt securities are carried at amortized cost with 
premiums and discounts amortized over the period to 
maturity. Where there has been a decline in value of a 
security that is other than temporary, the carrying value of 
the security is appropriately reduced. Interest revenue, 
gains and losses on disposal and adjustments to record any 
impairment in value that is other than temporary are netted 
against interest expense. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


Loans and allowance for credit losses 


Loans are stated at principal amounts including accrued 
interest receivable, net of allowance for credit losses. 


The allowance for credit losses is maintained at a level 
considered adequate to absorb credit losses existing in the 
Bank’s portfolio. The allowance is increased by an annual 
provision for credit losses which is charged against income 
and is reduced by write-offs, net of recoveries. 


A loan is considered to be impaired as a result of a 
deterioration in credit quality to the extent that the Bank no 
longer has reasonable assurance that the full amount of 
principal and interest will be collected. When a loan is 
considered impaired, the carrying amount of the loan is 
reduced to its estimated realizable value by discounting the 
expected cash flows at the effective interest rate inherent in 
the loan, or if cash flows cannot be reasonably estimated, 
the fair value of any underlying security, net of expected 
realization costs, is used. The amount of initial impairment 
and any subsequent changes are recorded through the 
provision for credit losses as an adjustment to the specific 
allowance. 


In addition to specific allowances against identified 
impaired loans, the Bank maintains a group allowance to 
cover impairment attributable to the deterioration of credit 
quality in the total loan portfolio for which specific 
allowances cannot yet be determined. Group allowances 
are estimated based upon historical loss experience and 
prevailing economic conditions. 


Venture capital investments and allowance for losses 


Venture capital investments are recorded at cost net of 
allowance for losses. The allowance for losses on these 
investments is established by a management review of 
individual investments. 


Revenue recognition 


Interest on loans is recorded as income on an accrual 
basis except for loans which are considered impaired. 
When a loan becomes impaired, recognition of interest 
ceases. 


Any interest payments on impaired loans are applied to 
the carrying amount of the loan unless the loan is fully 
secured and does not require a specific allowance, in which 
case interest income is recognized on a cash basis. 


For impaired loans measured on the basis of expected 
future cash flows, as explained under Loans and allowance 
for credit losses, the increase in present value attributable 
to the passage of time is reported as interest income. 


Capital assets and depreciation 


Capital assets are recorded at cost and depreciated over 
their maximum estimated useful lives, using the straight- 
line method as follows: 


Computer equipment and software 3-7 years 
Furniture and fixtures 5 years 
Leasehold improvements over the term of the lease 

maximum 15 years 


Premiums, discounts and debt issue expenses 


Premiums, discounts and expenses related to the issue of 
debt are amortized on a straight-line basis over the term of 
the obligations to which they pertain and are charged to 
interest expense. 


Translation of foreign currencies 


Assets and liabilities denominated in foreign currencies 
are translated into Canadian dollars at rates prevailing on 
the balance sheet date. Revenues and expenses 
denominated in foreign currencies are translated into 
Canadian dollars at average exchange rates for the year. 


Derivative financial instruments 


The Bank enters into derivative financial instruments to 
manage the interest rate, foreign exchange rate and equity 
market exposures arising from on-balance sheet positions. 
These financial instruments are used as hedges for the sole 
purpose of matching assets and liabilities. These 
derivatives are accounted for on an accrual basis with the 
related revenue or expense recognized over the life of the 
hedged position as an adjustment to interest expense. 


Premiums paid or received with respect to derivative 
financial instruments are deferred and amortized to interest 
expense over the lives of the derivative contracts. 


Post-employment benefits 


The Bank maintains a defined benefit pension plan for 
eligible employees. Periodic valuations are performed by 
independent actuaries to determine the present value of the 
accrued pension benefits. The costs of the plan, which are 
included with salaries and staff benefits, are comprised of 
the cost of pension benefits in respect of current service, 
and the amortization over the expected average remaining 
service life of the employees of experience gains or losses 
in respect of the plan, and any adjustments arising from 
changes to the plan or the plan assumptions. 


The Bank also provides post-employment benefits, other 
than pensions, consisting of life insurance and health care 
benefits for eligible retirees and specified benefits for 
eligible former employees, which are accrued annually 
based on actuarial valuations and are recorded in “Other 
liabilities”. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


3. Cash and short-term investments 


Cash and short-term investments comprise bank account 
balances, net of cheques outstanding, and short-term bank 
deposits for terms less than 90 days. 


4. Securities 
Term to maturity 


Within 1 to 3 1998 1997 











| year years Total Total 
Debt securities issued or guaranteed by 
Canada 
GATT YIN Pav al UC veces acc. cess cor seusbac shsesrorassethevscvoe suc uneuauecc sare eae 26,830 26,830 42,036 
YAS LAK (G0) resets hewat snsatonnsre face eaneacduicus este vvelesuscecsa:etzaee meme tece 6.75 6.75 6.28 
ait Wall lca avec stacescetucscasessteesoe'snus cucucbbocuavacaeueeerecostetedancics 27,694 27,694 42,79] 
Provinces 
Garieyin OavaNe ta. cocexsc sour cten tan cuuateny scuAsevencusneneeeeieecd aterteraete 26,276 26,276 65,414 
NAC LAN (Zo) ereatess can caer. qewsceveny ara tecutvunvvsvsvstinn crisdues dis uuse.isievsses els 3} 5.90 
at Tgy ANCE seated satcr aac ac ccctasesscewoobs cous voveapeutvitsesseeorateetsettes 27,483 27,483 67,921 
Other 
Warnyin ar yale tec cases asuacctsaveneceus cosser vacuivsureiteses aot rezese ee tece 5,000 5,000 10,025 
Mite Ln (Ua) eee reertcncseccxevev erence racactaevorniterh Neen ceeseescmeern cee 7.60 7.60 7.48 
PBA TEViaALLIG ses cre cnsesesesenctececetesevasevesoaversscic vos seasneattaescensase.a uss 5,000 5,000 10,285 
Total 
Ganeyin o Vale ess covecs. so teria sctadecoursecteecrerese cocetenenteceeaertese 5,000 53,106 58,106 117,475 
NCL (ZO; arenes sSecsassconsctisanstessterasinte Meter swetererroreseeauceseesete 7.60 6.94 6.99 6.17 
Baits Viel Qe staan c fects zs ens sae seamesscntevcs cavsestet casa teedsanaveas sicstevascs 5,000 Sey! 60,177 120,997 
Swap contracts 
INotionaliamounttsy,. 4. eee. st es See tee ace eee 5,000 52,001 57,001 115,346 
PX UStecs vic] (Ce) Meme eet eeeoeed, cee ae wens s attnes ce 5.00 4.94 4.95 3.25 


‘) After adjusting for the effect of related derivatives 


All securities held as at March 31 were issued in Canada 
at fixed rates. Yields are based upon carrying values and 
contractual interest rates adjusted for amortization of 
premiums and discounts. Term to maturity classifications 
are based upon the contractual maturity of the security. Fair 
value is based on market quotes when available and may 
not be realized on sale. If quoted market prices are not 
available, fair values are estimated using quoted market 
prices of similar securities. Where appropriate, the Bank 
has entered into interest rate swaps to adjust the interest 
rate risk associated with the above securities. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


5. Loans 6. Venture capital investments 


The following table summarizes the repricing or 
maturity dates, whichever is earlier, and the effective 
interest rates of loans outstanding as at March 31. The 
effective interest rates are computed on a weighted average 
basis. 




















1998 1997 
$ % $ %o 

Performing - floating.. 2,182,820 9.24 1,648,756 7.39 
Performing - fixed 

Under one yeat....... 621,770 8.97 634,771 9.22 

ACO 2 VeATS reece ces 228,518 9.64 376,748 9.71 

DNtOvsnyeatsersceees 272,662 10.00 197,546 10.07 

Bitorayearsira cre 182,272 9.76 264,325 10.33 

ATOMDUYCAUS vercssccness 176,488 O29 163,947 9.89 

Over D:Veatse-..ss=- 179,018 9.44 92,617 10.11 
Pertornin opeeee semeate 3,843,548 3,378,710 
Innipained Merentvesesnatees => 228,806 232° 123 
otall@anseceneeroe-o 4,072,354 3,610,833 
Allowance for credit 

losses 
Group/Performing .. (149,342) (135,754) 
hes} other lec ren ccercete (84,707) (88,723) 
(234,049) (224,477) 

Loans, net of 

allowance 

for credit losses...... 3,838,305 3,386,356 


The concentrations of the total loans outstanding by 
province and territory as at March 31 are set out in the 
table below. The Bank believes it does not have any 
significant concentrations in any individual or group of 
clients. 


Geographic distribution 1998 1997 
$ % S % 

Newfoundland.............. 130,345 Bi2 109,130 3.0 
Prince Edward Island... 35,880 0.9 30,818 0.9 
INGVaUSCOliainescueeeeeens: 88,875 Pp) 82,820 wees 
New Brunswick............ 145,752 3.6 130,772 3.6 
Ouebectvtnacsceetot 1,982,511 ST6e 91343,169" 372 
Ontario nesses 1,038,119 PIV) 884,281 24.5 
Manitobamenmate cree 98,251 2.4 86,468 2.4 
Saskatchewaliincs...-c-r+- 95,917 2.4 88,323 25 
Albertace ccc eee 253,386 6.2 224,420 6.2 
British Columbia .......... 592,095 14.5 571,047 15.8 
WikOns eee montorn enc 31,203 0.8 29,409 0.8 
Northwest Territories... 30,020 0.7 30,176 0.8 





Total loans 


outstanding .............. 4,072,354 100.0 3,610,833 100.0 


The Bank maintains a portfolio of venture capital 
investments which is focused on companies having 
promising competitive positions in their respective 
marketplaces and strong growth potential. The 
concentrations of venture capital investments are listed 
below. The Bank believes it does not have any significant 
concentrations in any individual industry sector or client. 














Industry sector 1998 1997 
(Comp itete a tte ceeaneese cote ears 24,833 13,569 
Gommunications#.cccstascaseeeeneeenre 2,420 2,270 
Electronics ir ceaseetveserescseeevesorce-oneverees 11,304 7,643 
Biotechnology/ 

Medical eal tive. as. ssesc-sstucenvasweses 21,960 10,415 
Indtustivallavees cee steaceeces eee 2,793 5,061 
Consumer-related 3,189 3,489 
OTHE ieeccccscrcaes ccascaabechesaeontennene anes 14,356 12,489 

80,855 54,936 
Allowance for losses 

OW INVESUIMEDUS wevsensrencacersaseneteeenent (10,809) (13,492) 
Venture capital 

investments, net 

of allowance for losses 

OMAN VESLIMENLS fecesssecerateee te sereteerss 70,046 41,444 


Investments are generally held 4 to 7 years. Divestitures 
are made through listings of investee shares on public 
markets or the sale of the Bank’s shares to other existing 
shareholders or to third parties. Investment yields vary 
from year to year due to dividend and interest income 
received and divestitures made. Below is a summary of the 
venture capital portfolio by type of investment. 











1998 1997 
Gommonyshanes. a: .sccsscesesereceetenseses 46,046 31,907 
Prefered: Shares srscenssencesoueenterecseteetaese 22,092 12,718 
Debentures rarrccsseetercteseretecueererererss OE TAG 10,311 
80,855 54,936 

Allowance for losses on 

HMVESUIME DSc sesserseserceresertencnton cers (10,809) (13,492) 
Venture capital investments, 

net of allowance for losses 


OM AMVEStIMENtSes-csscstecececeecescenen ee es 70,046 41,444 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


7. Allowance for credit losses and losses on venture capital 
investments 


The following table summarizes the changes in the 
allowance for credit losses and losses on venture capital 
investments as at March 31. 














1998 1997 
Venture oa : a a Venture | 
capital capital 
Loans investments Total Loans investments Total 
Balancerat beginnin Ob yeatincs ence cestssre estes 224,477 13,492 237,969 217,965 12,627 230,592 
Witte ORIG amen noe Mer sere re eer eee (39,014) (4,603) (43,617) (28,629) (1,529) (30,158) 
Interest income due to accretion ...........c.ccccceeseeeeeee (4,331) (4,331) (6,154) (6,154) 
REGO VELICS areca metas ian eee eae en eh ac ee eee 1,617 1,617 D254 l 2,255 
182,749 8,889 191,638 185,436 11,099 196,535 
Provision for credit losses and losses on venture 
CAD lalbinvestien tsiececs: ues eeentene ace eee 51,300 1,920 53,220 39,041 2,393 41,434 
Balance atiendiOisyeatncssammsteee oa escent erate 234,049 10,809 244,858 224,477 13,492 237,969 


8. Other assets 








1998 1997 
Accrued interest and foreign 
currency adjustments on 
derivative financial instruments... 88,438 28,607 
Unamortized debt issue expenses 
Onvlong-temm Ole swereceaesttee:te--- 479 2,048 
CO dele eeparct cromsceee ecco roa cao tee eeaitee 7,162 7,896 
96,079 38,551 


9. Borrowings 


The Bank issues debt instruments in world capital 
markets to fund its loan portfolio All foreign exchange risk 
is hedged through the use of derivatives. In addition, where 
appropriate, the Bank enters into interest rate, cross 
currency interest rate and equity-linked swap contracts to 
hedge the related interest rate and equity market risks. The 
table below shows the outstanding notes as at March 31. 








Nominal 
Maturity date Effective rate Currency amount 1998 1997 
% $ $ $ 
Short-term notes 
1S LO a eee RE Ee ete cout EEE ee See 2.51-4.53 Swiss francs 75,000 
DM 64,500 
US dollars 292,300 
GB pounds 10,000 
HK dollars 25,000 
THAI Baht 40,000 
CDN dollars 655,574 
1,206,631 
LO re eae cee SMT RAS SEC TER bes CORE eeu a Van iuv evans Covkwushes 3.74-5.11 DM 318,000 
US dollars 498,000 
GB pounds 55,000 
CDN dollars 1,404,370 
2,462,973 
Motalishort=term mM OteStwct sssuecs saaece <hetsexeserctacesssecucecesssces 2,462,973 1,206,631 
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Nominal Effective Principal 
Maturity date rate rate* Currency amount 1998 1997 
% % $ $ $ 
Long-term notes 
Within a year 
NOOB Sacoceveseesbesazes tee teconesibanzshenss 2.77-6.00 US dollars 182,673 
CDN dollars 420,000 
669,036 
9 QO eeies setts eastern corse oeeee tase stan 1.80-7.00 Yen 2,256,031 
US dollars 56,500 
CDN dollars 388,500 
471,286 
Longer than a year 
June 19, 1998 7.45 2.83 16,500 
June 30, 1998 4.15 Bali Yen 1,690,000 20,517 
July 25, 1998 7.00 2.90 26,000 
July 29, 1998 6.00 9.27 Yen 1,100,023 18,717 
August 27, 1998........ 4.50 2.86 140,000 
October 6, 1998......... 7.00 7.00 125,000 
October 15, 1998....... Zero coupon AS) US dollars 35,000 46,830 
November 6, 1998........ Zero coupon 2.80 11,000 
November 25, 1998 8.78 ilgsi 50,000 
Marehl aie 99 Wremeacsrer: Zero coupon 2.78 US dollars 10,000 13,680 
April 8, 1999... Zero coupon 4.46 10,000 10,000 
May 2 oOo ierers=: 6.38 6.83 US dollars 100,000 141,980 136,650 
June 4, 1999 6.00 4,59 15,000 
July 15, 1999 4.26 451° 5,000 5,000 
September iin l099 saree eccrrecears 5.40 4,93 US dollars 3,000 4,428 
December 1, 1999 6.00 4.69° 10,000 
Vanianyal4 O00 Si tccesuress neers Zero coupon 4.39 US dollars 10,000 12,619 
March 16, 2000 Zero coupon 4510 25,000 25,000 
Funes 195 2000 nee cynsessscaseoonserees 6.00 538 15,000 
September 25, 2000 7.43 7.43 75,000 75,000 
November 24, 2000 6.89 450° US dollars 12,024 17,071 21,809 
November 6, 2001 13.99 4.70 US dollars 105,000 149,079 143,600 
tne 2492002 eee eee Zero coupon 5.13” 23,000 16,000 
@ctober 45200227 eae eee Zero coupon 4,68 12,000 
July Ss 2003) Asics ccvscey osressescseeres Zero coupon 5.37 56,261 64,000 
Atala 2 003\ eee eee earn Zero coupon 4.630 20,000 
AUS TISt 2700S ercreereeeerrenrererenase Zero coupon Aono 14,000 
June 27, 2005 8.00 AST” 20,000 20,000 
[Avictistl 5200 Seeeete se eres oar Zero coupon 4.72 33,322 25,000 
Octobentse2005 eer ccrcccscaserers 8.52 3.04 67,000 
OctobewlSs 20 0S tensa scceceeaess 8.33 4.63 23,000 
November 2; 2005 -c..ccscrsscsussicset 8.00 righ 25,000 25,000 
December 12, 2005 ....c..c-c-eonn.cs 173 474" 20,000 20,000 
December 12, 2005......... 7.16 4.540% 58,000 58,000 
Weariitatyi oy 200 Ojes sess sree teeares 8.26 Seal 115,000 
March 1, 2006 7.55 5.53 60,000 
April 19, 2006 8.13 6.20) 25,000 25,000 
December) 2 00 Gye sees eaters 6.40 4.63 26,486 35,000 
INURRUSE ER, PLO cet ececconencarercnccecec: 6.40 4.68°° 5,000 
August 28, 2007 6.23 5.040? 31,000 
October 20, 2007 <2 c..cuscsissessssres 6.00 451% 30,000 
March iS) 2008 ecece-.nc.-cesseseensues 8.35 2.90 32,000 
Finest 722008 ereecctetreee seers 7.10 4.50” 25,000 25,000 
Motalloncetennn@teseresccsanees Le Wey Sey 2,164,339 
Current portion of long-term 
notes with maturity date 
longenthaniacyeatecerc.--csteressss0 5,616 13,764 








* The effective rates on long-term notes are after giving effect to swap contracts when applicable. Information as to the repricing dates of the interest rate swap 
contracts is included in Note 16. 
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(1) 


(3) 


(4) 


(7) 


(8) 


(10 


(11) 


(12 


(13 


(14) 


BDC will pay the nominal amount at maturity plus variable 
interest related to the performance of the S&P 500 Index. 
The noteholder may elect to receive the variable interest 
from time to time prior to maturity date. 


Interest is payable annually. BDC may, at its option, on the 
initial maturity date and each extended maturity date 
thereafter on which the note is outstanding, extend the 
maturity date by one year to the next extended maturity date 
at predetermined rates up to June 4, 2007. 


Interest is compounded quarterly and payable at redemption 
or maturity date. BDC has the option to redeem the note 
annually prior to maturity beginning October 17, 1997. 


The holder has the option to redeem this note prior to 
maturity date. Notice of early redemption may be given at 
any time. The principal amount is linked to the performance 
of the GSCI Excess Return Index. 


Interest is payable semi-annually. BDC may, at its option on 
the initial maturity date and each extended maturity date 
thereafter on which the note is outstanding, extend the 
maturity date by one year to the next extended maturity date 
at predetermined rates up to December 1, 2006. 


The payment of principal at maturity is linked to the 
performance of the GSCI Total Return Index. 


Interest is payable annually. BDC may, at its option, on the 
initial maturity date and each extended maturity date 
thereafter on which the note is outstanding, extend the 
maturity date by one year to the next maturity date at 
predetermined rates up to June 19, 2007. 


Principal and interest amount are payable in uneven monthly 
instalments to maturity. 


BDC will pay the nominal amount at maturity plus a variable 
interest related to the performance of the NIKKEI 225 Index. 
The noteholder may elect to receive the variable interest 
from time to time prior to maturity date. 


BDC will pay the nominal amount at maturity plus a variable 
interest related to the performance of the shares of 20 major 
Japanese companies. The noteholder may elect to receive the 
variable interest from time to time prior to maturity date. 


Interest is compounded semi-annually and payable at 
maturity. Annually, BDC has the right to redeem the note 
prior to maturity starting June 27, 1998. 


BDC will pay the nominal amount at maturity plus variable 
interest related to the performance of the S&P 500 Index and 
the TSE 35 Index. The noteholder may elect to receive the 
variable interest from time to time prior to maturity date. 


BDC may, at its option, redeem the note annually on each 
coupon date at a predetermined rate starting 
November 2, 1998. 


Interest is compounded semi-annually and payable on 
redemption date or at maturity. BDC has the option to 
redeem the note starting December 12, 2000. 
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(15) 


(16) 


(17) 


(18) 


(19) 


Interest is compounded semi-annually and payable on the 
call date or at maturity. BDC may, at its option, call the note 
semi-annually on each coupon date, starting April 19, 1999, 


Interest is compounded semi-annually and payable at 
redemption or maturity date. BDC has the option to redeem 
the note annually prior to maturity beginning 

August 8, 2001. 


Interest is compounded semi-annually and payable at 
redemption or maturity date. BDC has the option to redeem 
the note annually prior to maturity beginning 

August 28, 2000. 


Interest is compounded semi-annually and payable at 
redemption or maturity date. BDC has the option to redeem 
the note annually prior to maturity beginning 

October 20, 1999. 


Interest is payable annually. BDC may, at its option, redeem 
the note in whole on each coupon date, starting 
June 17, 1998. 


The preceding table includes $1,150,532 in 1998 and 
$1,939,339 in 1997 of long-term notes payable which have 
been the subject of interest rate, cross-currency interest rate 
and equity-linked swap contracts and options with other 
financial institutions. These borrowings fund a portion of 
the Bank's floating interest rate loan portfolio. 


As at March 31, 1998 the payment requirements and 
maturities of long-term notes are as follows: 


MOOD iets staraectasues teense tea Uhoea ss omrenean snakes Soe etoa oe ST 476,902 
DOO) sd. ssssasucevserass iaawevscevensteuatin ss-weae tree evee cot. nae 230,586 
DOOM rae i taccsuey trezacosessticianetren es stavereStearis rice eee ad 94,896 
DOOD acs wacewspennstensoa tee teasenee eee: Feted ts nese aataae sone nonemes 149,079 
OOS Wies covetsces cressercteenenctvvesesunechent: ecceen teres ee eee: 35,000 
DOA ceckevss stators catecceecestetsetesnp eerie ch Cencee eemate sess iees 90,261 
DOOD) .crescorstess- vss nericasectonuevoxetpassvscvonescstectes. seats sabevs 
BOQ Gi. Kectecresnccessssccsnzscnnses:casaeAecesstsemisestvavetsierecsaesss- 1563322 
ZOO een tenscdvennvaresteeoesescetesei-cxvssestr rare enceere ats 51,486 
DOO B Recon tsennscretentonts oncoutenseskotneas obece seteasthentean carries 66,000 
DOOD gan secession Frvcscsttvosessscoatcbesnversas tester sea cpevevadectet ae 25,000 
1 375,932 
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10. Other liabilities 


Ill. 








1998 1997 

Wetere dno me pecs s tri eenceranae sce 4,195 3,948 
Accrued post-employment benefits .. 57,994 56,327 
Unamortized premiums, 

accrued interest and foreign 

currency adjustments on 

derivative financial instruments... 44,085 4,030 
Other eee ete as scenes saseeeetrenessners 21,527 19,530 

127,801 83,835 


am 
NlNeleleloa————OOO 


Share capital and statutory limitations 
Share capital 
Authorized: 


(a) An unlimited number of preferred shares without par 
value, non-voting, issuable in series; 


(b) An unlimited number of common shares, having a par 
value of $100 (one hundred dollars) each. 





Outstanding 1998 1997 
Number Number 
of shares Amount 


of shares Amount 





Preferred shares 








Class A 
—Series 1.... 500,000 50,000 500,000 50,000 
—Series 2.... 500,000 50,000 500,000 50,000 
100,000 100,000 
Common shares.......... 3,034,000 303,400 3,034,000 303,400 
Total outstanding 
share capital .......... 403,400 403,400 


Class A Preferred Shares, Series 1 have a fixed, 
preferential and cumulative dividend of 6.805% per 
annum, commencing April 1996 until March 31, 1999, and 
thereafter, to March 31, 2002 and for each subsequent 
three-year period, the rate shall be adjusted as at the 
beginning of the period, so as to equal the consolidated 
revenue fund’s three-year term lending rate published by 
the Minister of Finance for the month of March last 
preceding the period plus 3/8" of 1%. Such shares are 
exchangeable at the option of the holder, with the approval 
of the Minister of Finance, for fully-paid common shares 
on the basis of one common share for each Class A 
Preferred Share, Series 1. All dividends accumulated or 
declared and unpaid as at the date of exchange are payable 
by the Bank on a pro rata basis, as if such dividends had 
accrued from day-to-day. 


2: 


Class A Preferred Shares, Series 2 have a fixed, 
preferential and cumulative dividend of 5.215% per 
annum, commencing April 1997 until March 31, 2000, and 
thereafter, to March 31, 2003 and for each subsequent 
three-year period, the rate shall be adjusted as at the 
beginning of the period, so as to equal the consolidated 
revenue fund’s three-year term lending rate published by 
the Minister of Finance for the month of March last 
preceding the period plus 3/8" of 1%. Such shares are 
exchangeable at the option of the holder, with the approval 
of the Minister of Finance, for fully-paid common shares 
on the basis of one common share for each Class A 
Preferred Share, Series 2. All dividends accumulated or 
declared and unpaid as at the date of exchange are payable 
by the Bank on a pro rata basis, as if such dividends had 
accrued from day-to-day. 


On July 13, 1995, the existing capital of $590,000 paid 
in by Canada was converted into 5,900,000 common shares 
of the Business Development Bank of Canada on the basis 
of one common share for each $100 (one hundred dollars) 
of capital paid in by Canada. 


Effective March 31, 1996, the Board of Directors, with 
the approval of the Governor in Council, authorized the 
cancellation of 2,866,000 of those common shares and a 
corresponding reduction of $286,600 in paid-in capital, 
thus eliminating $286,600 of the accumulated deficit. 


Statutory limitations 


The aggregate of borrowings and contingent liabilities 
of the Bank in the form of guarantees given by it may not 
exceed twelve times the equity of the Bank. 


Moreover, the paid-in capital of the Bank, the 
contributed surplus and any proceeds that have been 
prescribed as equity, must not at any time exceed 
$1.5 billion. 


Interest expense 








1998 1997 
Interest On DOrrOWINES..............6ccceesereenees 151,176 154,731 
Security and short-term investment 
ATG OVC eee ee eon casecattresincoracterssessesaes (21,434) (20,094) 
129,742 134,637 
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13. Operating and administrative expenses 


DS ALAMES ANG Stall DCHEItS eeecerccescoreencscceseveerarete vere: 
Premises and CQUIPMENU s.ccy- eee ncesseatteerseetearssa-ceeee 
UEP EXPENSES Tree pteteccns saccresuccerrsnssceeVonmeet acy -dceers 


14. Parliamentary appropriation 











1998 
Consulting 
Financial services group 
Venture 
Loans capital 
division division 
59,839 2,999 20,538 
15,559 686 2,516 
41,213 1,542 7,884 
116,611 S227 30,938 


During the six-month period, from April to 
September 1996, Parliamentary appropriations totalling 
$6,948 were received by the Bank. In September 1996, the 
Bank decided to fund the operations of the Consulting 
Group entirely from internal resources. Accordingly, with 
effect from that date, BDC will no longer receive funding 


from the Government of Canada. 


15. Fair value of financial instruments 


The amounts set out below represent the fair values of 
on- and off-balance sheet financial instruments held or 
issued by the Bank using the valuation methods and 
assumptions referred to below. The estimated fair value 
amounts represent approximate amounts at which the 
instruments could be exchanged between willing parties, 
however many of the financial instruments lack an 
available trading market. Therefore, fair values are 
estimated using present value and other valuation 
techniques which are extensively affected by the 
assumptions used. As such, the derived fair value estimates 
should not be interpreted as realizable values in an 


immediate settlement of the instruments. 
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1997 


Financial services 


Loans 
division 


50,119 
14,516 
SONIA 


104,406 


Venture 


capital 


division 


Consulting 
group 


22,104 
3,093 
9,213 


34,410 
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The carrying values are not adjusted to reflect increases 
or decreases in fair values resulting from fluctuations in 
interest rates, as it is the Bank’s intention to realize the 
value of these financial instruments over time by holding 
them to maturity. 
































1998 1997 
Fair value Fair value 
over over 
(under) (under) 
Carrying Fair carrying Carrying Fair carrying 
value value value value value value 
Balance sheet 
Assets 
Cash and short-term investments........... 498,999 498,999 426,946 426,946 
Securities (NOtG:4 )leccuseesszev-s-eseeedeess-cesss 58,106 60,177 2,071 117,475 120,997 B22 
| B(oPN eee fr epee pee er eco eRe er Arar pL 3,838,305 3,857,678 19,373 3,386,356 3,418,283 31,927 
Venture capital investments ............0.+ 70,046 104,179 34,133 41,444 75,867 34,423 
O@theriassetsher. cee eee een ceer ess 7,162 7,162 7,896 7,896 
4,472,618 4,528,195 Sy soN/7) 3,980,117 4,049,989 69,872 
Liabilities 
Accounts payable and accrued 
Via bilitiesy, se cscesoeetes esceseeesvessteeerenees 40,388 40,388 30,316 30,316 
Accrued interest on borrowings............- 74,237 74,237 77,090 77,090 
Sorter NOTES ssodecescace-conceneosteresrse=s=-+5 2,462,973 2,462,973 1,206,631 1,206,631 
Mon e-tenmMinOtes eaeeeteererecrseeaencetn 1,375,532 1,459,131 83,599 2,164,339 2,322,489 158,150 
3,953,130 4,036,729 83,599 3,478,376 3,636,526 158,150 
(28,022) (88,278) 
Off-balance sheet 
Derivative financial instruments 
(Note 16) (4,554) 50,826 55,380 (41,953) 80,408 122,361 
Total ee cse cooked kako ssadeos oe ceanedeaseansersenes 27,358 34,083 


Fair values are based on a range of valuation methods 
and assumptions which are as follows: 


Financial instruments valued at carrying value—The 
estimated fair value of the following assets and liabilities is 
assumed to approximate carrying value as the items are 
short-term in nature: 


e Cash and short-term investments 

e Other assets 

e Accounts payable and accrued liabilities 
e Accrued interest on borrowings 

e Short-term notes 


Securities—The fair value of securities is provided in 
Note 4 to the financial statements. 
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16. 


Loans—For performing variable rate loans, estimated 
fair value is assumed to equal carrying value. For 
performing fixed rate loans, estimated fair value is 
determined using a discounted cash flow calculation that 
uses market interest rates currently charged for similar new 
loans at March 31 to expected maturity or repricing. For 
impaired loans, fair value is equal to carrying value in 
accordance with the valuation methods described in Note 2 
under Loans and allowance for credit losses. 


Venture capital investments—For venture capital 
investments made during the current year, estimated fair 
value is assumed to equal the carrying value. For 
investments in publicly traded companies, fair value is the 
quoted share price at March 31. The fair value of other 
investments is estimated using established earnings 
multiples. 


Long-term notes—The fair value of long-term notes is 
based on quoted market prices for similar issues, or current 
rates offered to the Bank for notes of the same remaining 
maturity. 


Derivative financial instruments—The fair value of 
derivative financial instruments is provided in Note 16 to 
the financial statements. 


Derivative financial instruments 


The Bank enters into derivative financial instruments as 
hedging transactions for the sole purpose of matching its 
assets and liabilities and hedging market risk exposure. 
These transactions are designed to reduce the Bank’s 
exposure to mismatches in revenue and expenses resulting 
from fluctuations in interest rates and foreign exchange. 


Depending on the circumstances, these transactions may 
include interest rate swap contracts, forward rate 
agreements, interest rate option contracts, cross-currency 
interest rate swap contracts, currency swap contracts, 
foreign exchange forward contracts, foreign currency 
option contracts, and equity-linked contracts. 


Interest rate swap contracts 


Interest rate swap contracts are agreements between two 
parties to exchange interest flows on a specific notional 
amount for a predetermined period, based on agreed fixed 
and floating rates. 


Forward rate agreements 


Forward rate agreements are contracts negotiated 
between two parties to buy or sell financial instruments at 
future dates and at specified rates. 


Interest rate option contracts 


Interest rate option contracts are agreements granting 
the purchaser the right to either purchase from or sell to the 
writer of the option a specified financial instrument on 
agreed terms. In consideration of the interest rate risk, the 
seller receives a premium from the purchaser. 
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Cross-currency interest rate swap contracts 


Cross-currency interest rate swap contracts are 
agreements between two parties to exchange both 
currencies and interest rates on a specific notional amount 
for a predetermined period. 


Currency swap contracts 


Currency swap contracts are agreements between two 
parties to exchange currencies at specific prices and at 
predetermined dates. 


Foreign exchange forward contracts 


Foreign exchange forward contracts are commitments to 
exchange two currencies at a predetermined date and at a 
rate agreed upon by the parties at the transaction date. 


Foreign currency option contracts 


Foreign currency option contracts are agreements 
granting the right to buy and sell specified amounts of 
foreign currencies at fixed prices on specified future dates. 


Equity-linked contracts 


Equity-linked contracts are agreements to pay or receive 
cash flows based on the increase or decrease in an 
underlying equity index. 
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The following table represents the notional amount and 
replacement cost of the derivative financial instruments as 























at March 31. 
1998 1997 
Notional Replacement Notional Replacement 
amount* cost** amount* cost** 
Interest rate contracts 
Interest rate swap and equity-linked swap COMUFACtS ........+..seeeeeee teres 1,383,973 54,759 2,638,256 73,138 
Forward rate agreeMents..........c.sccseseseserereesesereeteeseasacseseesseseneeenenenerenanses 355,000 92 1,839,000 599 
Interest rate option contracts 
Cross-currency interest rate SWaP COMETACES .........csesseeeseseseseestetseetseneneeey 422,571 58,188 772,087 73,831 
Foreign exchange contracts 
CUITeENCYy SWAP COMETACS........cccccseecsseseeereeseeeesessseescetstesssseseeeesanerenntersaeeeys 
Foreign exchange forward contracts 1,483,982 10,368 730,160 10,530 
Foreign Currency Option COMUIACtS.......eeeseesessseeeeteeeteteteeeeeteteteeetreneetenees 
3,645,526 123,407 5,979,503 158,098 
29,036 46,552 
3,645,526 94,371 5,979,503 111,546 


Lee EE eee 
* The notional amount represents the amount at which a rate or price is applied in order to calculate the exchange of cash flows. 
** Replacement cost represents the cost of replacing, at current market rates, all contracts in an unrealized gain position. 


Credit risk 


The notional amounts of financial instruments held by 
the Bank are not indicative of the credit or market risk 
exposure associated with the contracts. The risk of loss is 
related only to the possibility that a counterparty to a 
transaction does not perform as agreed. In the event of 
default by a counterparty, the risk to the Bank in these 
transactions would be limited to the prevailing currency 
and/or interest rate differentials as represented by the 
positive fair values of transactions that are in an unrealized 
gain position. The Bank limits its exposure to this type of 
risk by dealing only with financial institutions having 
credit ratings in accordance with the Department of 
Finance guidelines, and believes it does not have any 
significant concentrations in any individual financial 
institution. The Bank continually monitors its position and 
the credit ratings of its counterparties and seeks to limit its 
credit exposure by entering into master netting agreements 
with counterparties. The credit risk associated with 
contracts in a favourable position is eliminated by a master 
netting agreement only to the extent that contracts in an 
unfavourable position with the same counterparty will not 
be settled before the favourable contracts. The Bank’s 
overall exposure to credit risk on derivative instruments 
can change substantially within a short period since it is 
affected by each transaction subject to the arrangement. 
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Counterparty credit risk exposure 


















































AA AA- A+ A ; 
Gross positive replacement COSt ........:esesceneeeeeee 58,757 lees, 3,593 SISOS 105 65 
Impact of master netting agreements................ (4,560) (3,727) (20,644) (105) 
Replacement cost (after netting agreements)... 58,757 2,969 1,626 30,954 65 
Replacement cost (after netting agreements) . Se ae a =) 
TOO TiS A ey cxcom eetervias ner adie a chseote Pataesenesetion 59,671 3,306 i521 40,707 322 19 
Number of counterparties : 
Marchi Sis) 1998). ccr. cevcescencas ss ocavecvecteatevtessancates 4 a 3 1 1 
Marchi, U99 Tice x sesteceess.sckectesedeceseadessnnsatesssess 8 4 11 1 l 
The following table provides the fair value of the 
Bank’s derivatives portfolio as at March 31 as presented by 
unrealized gains or losses. 
1998 1997 
Net Net 
Positive Negative amount Positive Negative amount 
Derivative financial instruments 
Interest rate swap and equity-linked swap 
GOMMEACES Sie. ssa testereavacacessere cousaecsauterenasacsesor: 54,759 49,082 5,677 73,138 42,492 30,646 
BOnW Al Cunateca STE CMOS). ceccee-2 mecca east nent cre 92 15 Wi 99 813 (214) 
Interest rate option contracts «0.0.00... cee eeeeee 
Cross-currency interest rate swap contracts..... 58,188 6,567 51,621 73,831 23,365 50,466 
Foreign exchange contracts 
@iimency/ SwapiCOMtMactS veccestenssevecessencereeeeee= 
Foreign exchange forward contracts................ 10,368 16,917 (6,549) 10,530 11,020 (490) 
Foreign currency option contracts ...........0. 
MP Otal faire val We eecrccccverecs: csesstadetesssesesvsevsoneseeneeess 123,407 72,581 50,826 158,098 77,690 80,408 
Less impact of master netting agreements....... 29,036 29,036 46,552 46,552 
LEE eee a ee eerie 94,371 43,545 50,826 111,546 31,138 80,408 
The fair value of derivatives is determined using various 
methodologies including quoted market prices, where 
available, prevailing market rates for instruments with 
similar characteristics and maturities, and net present value 
analysis or other pricing methodologies as appropriate. 
A-35 


Business Development Bank of Canada 











NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


The following table summarizes the repricing or 
maturity dates on derivative financial instruments and 
weighted interest rates paid and received on interest rate 























contracts: 
Term to maturity or repricing 1998 1997 
Within Over Notional Notional 
1 year % 1 to 3 years % 3 to 5 years % 5 years % amount amount 
Interest rate contracts 
Interest rate swap 
contracts 
$CDN payable - 
HEREC eeerteramtemcenrects 138,017 5.21 257,911 5.63 23,000 Syl) 3,514 6.40 422,442 T6712 
$CDN receivable - 
fixed 2 eee rene, 227,500 5.26 45,000 5.81 269,000 Tea? 541,500 1,137,500 
$US receivable - 
fixed!’ een. cece: 16,989 6.89 16,989 83,774 
BaSIS SWialS pecetecees cesneers 105,000 n.a. 105,000 155,000 
Equity-linked and other 
GON ACS eerste res 87,478 n.a. 84,564 n.a. 35,000 n.a. 91,000 na. 298,042 §10,310 
452,995 404,464 163,000 363,514 1,383,973 2,638,256 
Forward rate 
APCS MIC HUs pete aeerste=ae 355,000 n.a. 355,000 1,839,000 
Cross-currency interest 
rate swap contracts ...... 106,768 n.a. 172,203 n.a. 143,600 n.a. 422,571 772,087 
Total interest rate 
CONMWACES Me wresket-cve-oes 914,763 576,667 306,600 363,514 2,161,544 5,249,343 
Foreign exchange 
contracts 
Foreign exchange 
forward contracts......... 1,483,982 n.a. 1,483,982 730,160 
Total foreign exchange - 
GOMMACTS senmrcrncescr stae 1,483,982 1,483,982 730,160 
f (0) £2) Rete ere aocteeeececenoacace no 2,398,745 576,667 306,600 363,514 3,645,526 5,979,503 








n.a. - not applicable as weighted rates are not significant. 


The rates represent the weighted average interest rates 
that the Bank has contracted to pay or to receive up to 
maturity or repricing. The floating side for almost all of the 
Canadian dollar swap contracts is based on one- or three- 
month Canadian Bankers’ Acceptance. All amounts in U.S. 
dollars are converted into Canadian dollar equivalent. 
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Contingent liabilities and commitments 
As at March 31, 1998: 


(a) various legal proceedings arising from the normal 
course of business are pending against the Bank. 
Management considers that the aggregate liability 
resulting from these proceedings will not be material. 


(b) the undisbursed amounts on loans authorized total 
$389,057. These loan commitments are for an average 
period of three months ($110,237 in fixed, $278,820 in 
floating). The effective interest rates on these loan 
commitments vary from 6.55% to 18.50%. The 
undisbursed amounts on venture capital investments 
authorized total $43,817. 


(c) the future minimum lease commitments under 
operating leases related to the rental of Bank premises 
are as follows: 


OOO redeceee veka seteve seven es sses capone sodgetaaentetaaiteess anise 11,054 
DOO ears Paces cau ect scsstins tewcsssisamevs ee coeruess saxtaeentss 10,206 
PO Oe eeeren earner tances ouncans dae soaaveane ter cece sats 9,841 
PAO ose eect pacaenconee chan LONE BococoGN Aba aKo boncaaceaaece 9,468 
DOB Roverstaveceeseceones ttn secarsccsssoeceecestasecastccesssstrare 8,826 
POOF=2 ODO reeerecttesacercaucteeccteecasettsctctaseadcesenesacerrs 112,094 

161,489 


. Employee pension benefits 


Based on the latest actuarial valuation prepared as at 
December 31, 1997, the present value of the accrued 
pension benefits and the actuarial value of the assets of the 
Pension Plan for the Employees amounted to $283,661 and 
$356,309, respectively. Employee pension benefits credits 
in the amount of $5,018 are included in the Statement of 
Income for the year ended March 31, 1998 ($1,209 
expense in 1997). The cumulative difference between the 
amounts expensed and the funding contributions is 
recorded in the Balance Sheet under “Other liabilities”. 


Cultural Industries Development Fund 


The Bank administers on behalf of the Department of 
Canadian Heritage (DOCH), the Cultural Industries 
Development Fund (CIDF). The CIDF was developed to 
provide, under certain conditions, flexible financing and 
management counselling to businesses involved in the 
Canadian cultural industries. As at March 31, 1998, a 
cumulative amount of $31,809 was received by the Fund, 
part of which covered the administration and delivery of 
the program. This fund is not accounted for in the financial 
statements of the Bank. 
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20. Related party transactions 


The Bank is related in terms of common ownership to 
all Government of Canada created departments, agencies 
and Crown corporations. The Bank entered into 
transactions with these entities in the normal course of 
business. 


21. Comparative financial data 


Certain comparative figures have been reclassified to 
conform with the presentation adopted in 1998. 











CANADA COUNCIL 


MANAGEMENT?’S RESPONSIBILITY FOR FINANCIAL 
REPORTING 


The accompanying financial statements of the Canada 
Council for the Arts and all the information in this annual 
report are the responsibility of Management and have been 
approved by the Council. 


The financial statements have been prepared by 
Management in accordance with generally accepted accounting 
principles. When alternative accounting methods exist, 
Management has chosen those it deems most appropriate in the 
circumstances. Financial statements are not precise since they 
include certain amounts based on estimates and judgements. 
Management has determined such amounts on a reasonable 
basis in order to ensure that the financial statements are 
presented fairly, in all material respects. Management has 
prepared the financial information presented elsewhere in the 
annual report and has ensured that it is consistent with that in 
the financial statements. 


The Canada Council for the Arts maintains systems of 
internal accounting and administrative controls of high quality, 
consistent with reasonable cost. Such systems are designed to 
provide reasonable assurance that the financial information is 
relevant, reliable and accurate and that the organization’s 
assets are appropriately accounted for and adequately 
safeguarded. 


The Council is responsible for ensuring that Management 
fulfils its responsibilities for financial reporting and is 
ultimately responsible for reviewing and approving the 
financial statements. The Council carries out this responsibility 
principally through its Audit and Finance Committee. 


The Audit and Finance Committee is appointed by the 
Council and its members are Council members. The 
Committee meets periodically with Management, as well as the 
external auditor, to discuss internal controls over the financial 
reporting process, auditing matters and financial reporting 
issues, to satisfy itself that each party is properly discharging 
its responsibilities and to review the annual report, the 
financial statements and the external auditor’s report. The 
Committee reports its findings to Council for consideration 
when approving the financial statements. 


The independent auditor, the Auditor General of Canada, 1s 
responsible for auditing the transactions and financial 
statements of the Canada Council for the Arts, and for issuing 
his report thereon. 


Approved by Management: 


Director 
Shirley Thomson 


Secretary-Treasurer 
Camille Guérin 


AUDITOR’S REPORT 


TO THE CANADA COUNCIL AND 
THE MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheet of the Canada Council as at 
March 31, 1998 and the statements of operations, changes in 
equity and cash flows for the year then ended. These financial 
statements are the responsibility of the Council’s management. 
My responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Council as at 
March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. 


Richard Flageole, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 29, 1998 
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BALANCE SHEET AS AT MARCH 31, 1998 
(in thousands of dollars) 


oo 








ASSETS 1998 1997 LIABILITIES 1998 1997 
(Restated -—< (Restated 
Note 3) Note 3) 
Current assets Current liabilities 
Cash and short-term deposits (Note 4) ...... 11,068 14,227 Girantsipayab lesen. ee. eescereaatate eer ee 19,328 16,593 
Accrued investment income ............c0:s0006 3,298 874 Accounts payable and accrued liabilities 
PSCROUMES TECOIVAD Graces ee sanneeseceesescess sees: Ilys) 893 CNOtE BS) Ra rs tesceseer sscetiesse nts suisse oorares _ 2,660 Sei 
Dererred CHALGES eaters ceateas eee saeteere eee ee 1,541 AZO. 21,988 19,970 
17,060 «17,246 Deferred credits (Note 9) ...csccssssssssssssssssssseeeee 3,493 4,122 
Deferred contributions (Note 10)..........0...000.. 4,972 3,964 
Rocalilia bite swam ceee eae eee tees eres oe 30,453 28,056 
Investments (Note 5).....cssscessenciscosssosssesssenens 235,165 221,092 ee 
Works of art and musical instruments 
(NOE Gere Sraes ee errr re ceveteed atcescaseeehives 18,496 18,605 PRIVATE ENDOWMENTS (Note 11).......... 6350 62,281 
Other capital assets, net (Note 7)... PENS) 2,433 
EQUITY 
Endowment 
@niginalicontibutioneemcs ste 50,000 50,000 
ANP PLOPMAte GIST LS perermteeaseenenre esate 96,770 94,770 
146,770 144,770 
Surplus 
Works of art and musical instruments......... 18,496 18,605 
Opera tin gee erree err tec ssc seacons tourer ey 13,890 5,664 
32,386 24,269 
Totals wit sc sece.sosc were evesseeseetc raveckvseee tees 179,156 169,039 


Total liabilities, private endowments 


BOtalKASSCES eecnces seen coneacesatwucneseencn sess rescence 272,920 259,376 AN CQUILY s.eecrsssseceessseseeessssteesesseteecsnseseeeen 272,920 259,376 


See accompanying notes to the financial statements. 
On behalf of the Council: 


JEAN-LOUIS ROUX 
Chair 


FRANCOIS COLBERT 
Vice-chair 
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STATEMENT OF OPERATIONS STATEMENT OF CHANGES IN EQUITY 





















































FOR THE YEAR ENDED MARCH 31, 1998 FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) (in thousands of dollars) 
SSS — ee eee ee 
1998 1997 1998 1997 
(Restated (Restated 
Note 3) Note 3) 
Revenue Endowment 
Parliamentary appropriation Original ContribUtiON.........e:eeeeseeeeees 50,000 50,000 
(NOfe 12 erameterntessceseteccserracston: 113,968 91,093 Appropriated surplus 
Net investment income (Note 13)......... 14,485 14,982 Balance at beginning of the year....... 94,770 60,199 
QS rs essa deteeaeea cena ater sesetoasneopensrerere 7 827 846 Appropriated from surplus 
Totalmeventier nore tet reteescr 129,280 106,921 during the year .....sssssesseeeeeceeeeseen 2,000 34,571 
: —_ Balance at the end of the year........... 96,770 94,770 
Expenses Balance of Endowment at end 
Programs Of the ear seserectececsensestesertessvsvseesan-ooesas= 146,770 144,770 
Grants (SCHEGUIS'2) mracceseres-ces-as55 103,866 87,083 =S:.>———wWmn"wnmwv—a"*> 
Administration (Schedule 3) ............ 9 6,479 ane 
FICES ia. Rade seaet ens ootesstursstoenenstacet=ten 153 1,658 : 
ponicns 2 ial ——— Works of art and musical 
110,745 95,220 instruments 
Balance at beginning of year as 
Canadian Commission for previously stated ..........eseeeeees 17,676 17,876 
UNESCO (Note: 14) ................+--- 929 1,304 Transfer of musical instruments 
General administration from Special Funds’ equity 
(SchedtleiS reese eeenocesneeeee 6,917 7,619 (Note: Sy rt nese scrnrsdeecesrenieconens 929 929 
Net Art Bank costs (Note 14)........... 463 603 ee 
—_— — Balance at beginning of the year, as 
MotaliexpenSes atvscweccesa-csesteceretersers'sse=—= 119,054 104,746 Testa eclenseeesentere enw ae esanteeaeareteradeesee™ 18,605 18,805 
a a Net disposals and adjustments 
Excess of revenue over duninpathe yearn aasrssere stenoses: (109) (200) 
expenses (Note 12) before Bal fendonth 18.496 1 
eae ieee ee 10.226 2.175 alance at end of the year..............++0++ 49 8,605 
Restructuring expenses (Note 15)........ (1,312) Operating 
Net gains related to the new Balance at beginning of the year ........... 5,664 5,664 
investment strategy, reinvested Excess of revenue over expenses 
(CN Ot] 13) Heese cree snes corner scp scncetocees 33,508 FORM DEK Caliercseeniseee se tonerenesereeriarnstaers 10,226 34,371 
E f = : ine Net disposals and adjustments 
Rees OE Seven OVE during the yeatmect=saascecersscersesrc 200 
LOTINE VCAt es nestsesteasccersete connec 10,226 34,371 Appropriated during the year .......:-.-- (2,000) (34,571) 
See accompanying notes to the financial statements. Balance at end of the year .............:ccesceeeee 13,890 5,664 
Balance of surplus at end of the year......... 32,386 24,269 





See accompanying notes to the financial statements. 
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STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED MARCH 31, 1998 


(in thousands of dollars) i Sr 
2. Significant accounting policies 























1998 sleet ; nok 
ht ee The most significant accounting policies are: 
(Restated 
Note 3) (a) Investments 
Operating activities : : : 
Giceks GE ey nie over ekoerses Investments are recorded at cost and are written down 
forthesvyear etc. eae eet sees ee 10,226 34,371 to market value when the loss in value is considered to 
Items not affecting cash be other than a temporary decline. 
Amortization—other capital ; 
PS en I echt Me siete Be 710 1,099 (b) Capital assets 
Amortization—other capital ; ; 
PAIS ead NEP IEYEVA Sop peepee ned 117 Equipment and leasehold improvements are recorded 
Net gains related to new investment at cost and amortized over their estimated useful lives 
strategy, reinvested .............004-. 7 3,508) using the straight-line method as follows: 
10,936 2,079 Offi : 
Change in non-cash operating assets Le equipment : 5 years 
Quid HAI UOS pimcs-pancce-tcst deste? (574) 4,870 Leasehold improvements term of the lease 
Cash provided by operating : ; Rey 
PER (CS sehen 10,362 6,949 Works of art and musical instruments are capitalized 
cll - at cost and no amortization is recorded. 
Financing and investing activities ee : 
Endowment contributions received ..... 263 (c) Employee termination benefits 
Investment income credited to : “ors ; ; : 
See ea aL ko 166 11,218 Employees are entitled to specific termination benefits 
Net gains related to new investment as provided for under the Council’s policy and 
S(Lale Vcr ete err 33,508 conditions of employment. The cost of these benefits 
Net MASHER in investments Pibewech ce veseees (14,073) (36,566) iS expensed in the year in which employees become 
Acquisition of other capital assets....... (477) = eligible. 
Cash applied to investment activities ...... (13,521) 8,160 . Li 
a = (d) Parliamentary appropriation 
Increase (decrease) in'cash'y.....:/.5-00s000002« (3,159) 15,109 
Cash position at beginning Parliamentary appropriation is recognized as revenue 
Of (HE: VCAN sec sevesccvsscassendssssscomcssesnaceens 14,227 (882) : ee Ses fe ora : 
ae a in the year for which it is approved by Parliament. 
Cash position at end of the year .............. 11,068 14,227 Parliamentary appropriations intended for future years 
See accompanying notes to the financial statements. received or approved by Parliament before the end of 
the year are recorded as deferred parliamentary 
appropriations. 


NOTES TO FINANCIAL STATEMENTS ch ee Er 
MARCH 31, 1998 (e) Contributions 
The Canada Council follows the deferred contribution 


ee) nity, operation: and Oojectives method of accounting for contributions. 


The Canada Council, established by the Canada 
Council Act in 1957, is not an agent of Her Majesty and is 
deemed to be a registered charity for the purposes of the 
Income Tax Act. In accordance with Section 85 of the 
Financial Administration Act, the Canada Council is 


Annual contributions are recognized as revenue in the 
year received or in the year the funds are committed to 
the Canada Council if the amount can be reasonably 
estimated and collection is reasonably assured. 


exempt from Part X of this Act. The Canada Council is a Unrestricted net interest and dividends, unrestricted 
national organization whose objectives are to foster and net realized capital gains or losses, Art Bank rental 
promote the study, enjoyment and production of works in fees and other revenues are recorded as revenue in the 
the arts. These objectives are achieved through the giving year they are earned. Externally restricted investment 
of grants to professional Canadian artists and arts income is recorded as deferred contributions and is 
organizations. The Council has been assigned the functions recognized as revenue in the year in which the related 
and duties for the Canadian Commission for UNESCO. expenses are incurred. Capital gains in the Killam 


Endowments are restricted by the donor and are added 
directly to the endowment. 


Endowment contributions are recognized as direct 
increases to private endowments. 


Contributions received in a form other than cash are 
recorded at their fair value at the date they are 
received by the Canada Council. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


(f) Pension plan 


Employees participate in the Public Service 
Superannuation Plan administered by the Government 
of Canada. The employees and the Council contribute 
equally to the cost of the Plan. This contribution 
represents the total pension liability of the Council. 
The Council is not required to make contributions with 
respect to actuarial deficiencies of the Public Service 
Superannuation Account. 


(g) Post retirement benefits 


Retired employees are entitled to participate in the 
Council’s dental, medical and life insurance benefit 
programs. The Council expenses a maximum one-half 
of the cost of the medical benefits for retired 
employees on a pay-as-you-go basis. The costs for the 
remaining benefits are borne entirely by the retired 
employees. 


(h) Grants 


Grants are recorded as an expense in the year for 
which they are approved by Council. Cancelled grants 
and refunds of grants approved in previous years are 
shown as revenue. 


Change in accounting policy and financial statement 
presentation 


In 1998, the Council changed its method of accounting 
for restricted contributions and related investment income. 
As disclosed in note 2 (e), restricted contributions and 
related investment income are recorded as deferred 
contributions and recognized as revenue in the year in 
which the related expenses are incurred. Previously, all 
contributions and revenue were recorded when received or 
earned. This change in accounting policy has been applied 
retroactively and the financial statements of the prior 
period have been restated. The allocation of the 1997 
investment income is described in note 13. 


The effect of this change is as follows: 


1998 1997 


(in thousands of dollars) 





Effect on operations 
Decrease in investment income ..... Negev 11,360 
Decrease in other income............... 21 





Decrease in excess of revenues 
OVEL EXPCUSCSie snecenarnarerenetee ett 1,774 11,360 


Effect on balance sheet 


Increase in private endowments..... 766 11,218 
Increase in deferred 
COMCEIDULION Seacesecaterereccenmenwecwere 1,008 142 





(Decrease) in surplus at end 
Of YOAR ca cn-vaccscesctesvsstscanectasentntece (1,774) (11,360) 
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In 1998, the Council also changed the financial 
statement presentation from separate disclosure of 
endowment and private endowments to a combined basis. 
The equity of the private endowments, previously 
presented as equity in the Special Funds’ balance sheet as 
at April 1, 1996, is now allocated to private endowments, 
deferred contributions and equity. 


The impact of these changes has increased opening 
equity as at April 1, 1996 by $929,000. 


Cash and short-term deposits 


The Canada Council invests temporary surplus cash in a 
short-term pooled fund managed by Lancaster Investment 
Counsel. All instruments held in the pooled fund are rated 
R1 (low) or A(low) or better by a recognized bond rating 
agency. Except for federal and federally guaranteed 
instruments, no more than 10% of the short-term portfolio 
is invested with one issuer. 


The net book value of short-term deposits as at 
March 31, 1998 and March 31, 1997 approximated the 
market value. 


Investments 


1998 1997 


Market Market 
Cost value Cost value 








(in thousands of dollars) 
Canada Council 


and other 

endowments 

Pooled funds ............ 148,900 188,990 145,678 153,135 
Bonds:.c:-coeweeees 29,658 30,188 28,468 28,354 
IG UIItteS varvenont- es pecans 

Mortgages ...........0+ 35 35 396 396 





178,593 219,213 174,542 181,885 








Killam Endowments 








BOndS sccsscctenecaccnes 31,446 31,895 21,872 21,668 
Pooled funds ............ 14,586 18,213 14,200 14,649 
BqUuitie serena ates 10,519 12,311 10,419 11,023 
Mort gacesiunsrs.cens 21 21 Sy) 59 
56,572 62,440 46,550 47,399 

Total investments.......... 235,165 281,653 221,092 229,284 








Pooled funds are in units of two global equity pooled 
funds, 49.8% in the Brinson Global Equity with Canada 
Fund for Canadian Charitable Trusts and 50.2% in the 
Templeton Master Trust—Series 2. 


All bonds are rated “BBB” or better by a recognized 
bond rating agency. Except for federal and federally 
guaranteed instruments, no more than 10% of a manager’ s 
portfolio may be invested with one issuer. As at March Sul, 
1998, the Canada Council and other endowments and the 
Killam endowments have invested $27,428,000 and 
$29,083,000 in Government of Canada bonds with an 
average duration of five and one half years. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


The investment in equities represents a diversified 
Canadian common equity portfolio made up of companies 
listed on the Toronto Stock Exchange 300 Index. 


Works of art and musical instruments 


The Canada Council Art Bank has the largest number of 
contemporary Canadian works of art in Canada. It includes 
18,000 paintings, sculptures, drawings, photographs and 
prints by over 2,500 artists. The Canada Council Art Bank 
rents the art works to interested parties and presently has 
about 7,000 works on rental to federal government 
departments and agencies, associations, hospitals, schools, 
municipalities and private corporations. 


The Canada Council created the Musical Instrument 
Bank in 1985 and it presently owns two quality musical 
instruments. The first instrument, a Tecchler cello, was 
acquired through the fundraising efforts of W.I.M. Turner 
and cellist Denis Brott. The Brott-Turner-Tecchler cello is 
currently on loan to Denis Brott for the duration of his 
career. The second, the Windsor-Weinstein Stradivarius 
violin, was acquired through the generous transfer of the 
instrument to the Canada Council by the Ontario Heritage 
Foundation. The Windsor-Weinstein Stradivarius is 
currently on loan to James Ehnes for a period of three 
years. 


Other capital assets 


1998 1997 





Accumulated Netbook Net book 


Cost amortization value value 





(in thousands of dollars) 


Office 

equipment.. 3,097 2,729 368 330 
Leasehold 

improve- 

TEMES erases 4,473 2,642 1,831 2,103 





7,570 Sell AAS) 2,433 


Accounts payable and accrued liabilities 


1998 1997 





(in thousands of dollars) 





PAC CINE LADIES serewerescsseecesceeeones se 692 641 
Accrued termination benefits ............. 664 749 
PNCCOWMS PAY AD On ceeeenceesnersstecssasee ances 432 802 
Accrued restructuring expenses.......... 383 651 
INGEN Ch VACATION PAY ucvvanes-2.0e tee tvtcees 299 306 
Accrued payroll Sxpenses....-....---.s---- 190 228 

2,660 SSM 


Canada Council 


10. 


Deferred credits 


1998 1997 
(in thousands of dollars) 
Deferred lease inducement................. 2,994 3,542 
Defermedsrenitres erect scone eee ae 120 240 
Art-Bank—rentals of works of art...... 349 298 
Une oat eee coed Ae ae cas ee 30 42 
3,493 4,122 


The deferred lease inducement represents an 
inducement payment received from the landlord and is 
being amortized against rental accommodation expense 
over the term of the lease. Deferred rent represents an 
amount received from another federal government agency 
to cover the rental of space for the next year. 


Deferred contributions 


Deferred contributions represent unspent externally 
restricted investment income on endowments received by 
way of bequest and donations that have been restricted for 
specific purposes. The funds of the endowments have been 
included with the Canada Council’s investment portfolio 
and a proportionate share for each endowment is calculated 
based upon the market value of the investment portfolio at 
the time the endowment was received. The externally 
restricted net income includes investment income 
calculated annually as the proportionate share of each 
endowment applied to the interest, dividend and net capital 
gain or loss of the Canada Council’s investment portfolio 
for the year plus any other sources of revenue received by 
each endowment. Grants and administration expenses are 
the actual expenses incurred in order to meet the specific 
purpose for each endowment. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 





Externally Grants and 
Balance at restricted administration Balance at 
beginning of year net income expenses end of year 





(in thousands of dollars) 


Deferred contributions 















Killam Fellowships and Prizes ......:::::::sesssssseseseetereenes 192 2,669 1,934 927 
MO ISOM PTriZe ....-esssessecessesesseserencseessesvensssevencncnencesenensnsess 121 166 8 219 
Lynch-Staunton 282 171 86 367 
John G. Diefenbaker ...........c.:ccescscesseeesecetreeetereseseneneees 20 113 Ti 56 
Joseph S. Stauffer........cccececscseressseseesesesesterenessscceeeesenseens 61 28 8 81 
Coburn fellowships 67 76 40 103 
Jeam Aw Ghallmiens)...ccstcvecscreanecessscrnatery vrone-eenns 10 63 51 22 
AVATG Fell EteY 5) ie ce pee beece sooe nt eR Ee cea cc pence eonscoog a ane 50 35 15 
Frances Elizabeth and J.P Barwick ae 12 8 26 (6) 
Japan-Canada Literary PYize ........+.-:+esseressseseees bee 8 21 2 27 
York Wilson Prize........cccccscesscsccsssseccessesscecsnsesesounseeecoens 18 11 7 
Duke and Duchess of York Prize .......cc:ccecseeesssseseerereees 20 11 8 23 
John Stephen Hirsch.........:ccsesesesessseserereereneneneeveseesensess Bo) 9 14 34 
John B.C. Watkins .........ccscccesssccssssssercerereesseecsenecssnsessees 185 15 5 195 
Ronald J. Thom Award 9 8 12 5 
Jean M. Beaudet.c.....c:.c-cccecc-sscccesvercsseennene 2 1 3 
Petron @anadaescessen creer nncectee nt cacanstnstermes 46 4 10 40 
Glenn Gould Prize Fund 890, 6l 5 946 
Japan Canada Fund .........cecsesecreseseeseseeseetseeteneenensnenscnses 1,504 49 223 1,330 
Visiting Foreign Artists Program ........::::sseseesereeesess 16 1 17 
Canadian Commission for UNESCO ........::ceeeeeeeeees 480 116 95 501 
3,964 3,658 2,650 4,972 


11. Private endowments 


Private endowments consist of the restricted donations 
received by the Council. The endowment principal is 
required to be maintained intact. The investment income 
generated from endowments must be used in accordance 
with the various purposes established by the donors. Also, 
the Council may internally restrict to private endowments a 
portion of the income earned. In addition, the Killam 
bequests require that all net capital gains or losses be 
applied to the principal. 


Changes in private endowments are as follows: 


1998 1997 





(in thousands of dollars) 


Balance, beginning of year as 
TEStALe Cerro teetecer ee neesserecereutneaesenss 62,281 51,063 


Add donations received during the 


year 
Yorks Wilson PuiZesccccesce-revsees seers 250 
Other -tacsteceevarerenec ter cenetecsee see scnet ses 14 








Add investment income credited 

to private endowments ............+++ 766 9,612 
Add investment income of the 

Special Funds internally 

restricted to private 

EMOO WIENS crs esepestacccnetverssnvasese 1,606 


766 11,218 








Balance at end of year 
(Schedules) Seesscsesenexces-sneeeess 63,311 62,281 


eee 
_—s—s—s—s—s—!waOWwOo 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Concluded 


2. 


iS 


14. 





Parliamentary appropriation 


The government approved additional funding for the 
Canada Council of $25 million for this year and for each of 
the next four years. During the year, Council recognized 
the $25 million as revenue and expensed approximately 
$18 million in grants to individual artists and arts 
organizations. The remaining balance is to be expensed 
during the next year. 


Net investment income 


1998 1997 





(in thousands of dollars) 


Net gains on disposal of 





MUVESUMEDIS  seeteesceesesmten ce seteesceeeet 6,188 50,943 
Interest and dividends.................006 11,675 9,839 
Transferred to deferred 

COMUCLDUCODS re cecscseseuedeeecceeretsrcese> (987) (56) 
Investment portfolio management 

COSTSRe ye tee nae Seesaw (1,625) (1,018) 
Investment income credited 

directly to private endowments.... (766) (9,612) 
Investment income of the Special 

Funds internally restricted to 

private endowments...........::c000 (1,606) 
Net gains related to new investment 

Sitate sy, TemVested sre..escee.cess ees (33,508) 

14,485 14,982 


During the year ended March 31, 1997, pursuant to a 
new investment strategy to generate greater returns and 
preserve the future value of the Endowment Fund, the 
Canada Council changed the nature of its holdings in the 
Funds’ investment portfolios. To accomplish this, the 
Council sold the major part of its investment portfolios and 
reinvested the proceeds in the respective funds. Capital 
gains realized as part of normal investment activities were 
included with revenue on the statement of operations, 
whereas the net gains related to the new investment 
strategy were disclosed separately on this statement. 


Canadian Commission for UNESCO and Net Art Bank costs 


1998 1997 





(in thousands of dollars) 


Canadian Commission 











for UNESCO 

PRO PTAUN Se srscecneest-nectesesssesevaxeduoesross 294 461 

PS CMMITMS (EATON caaseusteceracisscesasenencer. 635 843 
929 1,304 

Net Art Bank costs Wis 

Rental TEMGNUG:sceaccesneseccosaacaeysae-nec (1,128) (1,161) 

@therineomescr cscs testes eokee (90) (59) 

PAGINNIEISUTATL ON jeecceenceseeoten ce van cesertae 1,681 1,706 

PNTOLUIZ altTOM nen cctesatnessresenetre aerate: iil 
463 603 


Canada Council 


WS). 


Restructuring expenses 


On March 1, 1995, the Canada Council released its 
Strategic Plan entitled The Canada Council: A Design for 
the Future. The plan called for the Council to undertake a 
major restructuring of its program and administrative 
sections over the next three years. In 1997, as outlined in 
the Plan, the Council further restructured and streamlined 
the organization in order to reduce administrative costs by 
1998. This was achieved by reducing the salary costs 
through retirements and layoffs. The cost of the severance 
packages and related expenses for the year ended 
March 31, 1997 was $1,312,000. These restructuring 
expenses were partially offset through receipt of a 
supplementary parliamentary appropriation of $292,000. 


16. Commitments 


17. 


18. 


(a) Payments of grants extending into future years are 
subject to the provision of funds by Parliament. Future 
year grants approved prior to March 31, 1998 are 
payable as follows: 


(in thousands 


of dollars) 
[Le Ree Ronee PE ASRS AEE OCEE OSE RSE SE CETEE 10,530 
DOO OMe eee eer Se ee A een 6,894 


(b) The Council is party to long-term leases with respect 
to rental accommodation. The net minimum annual 
rental is as follows: 


(in thousands 
of dollars) 








For the year ended March 31, 1998, the annual rentals 
have been reduced by $2,847,000 (1997—$2,425,000) as a 
result of sub-leases with Public Works and Government 
Services Canada and The Encon Group. 


Related party transactions 


In addition to those related party transactions disclosed 
elsewhere in these financial statements, the Council enters 
into transactions with Government of Canada departments, 
agencies and Crown corporations in the normal course of 
business, at the same trade terms applicable to all 
individuals and enterprises. 


Comparative figures 


Certain of the 1997 figures have been reclassified to 
conform to the 1998 presentation. 
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SCHEDULE OF PRIVATE ENDOWMENTS SCHEDULE OF ADMINISTRATION EXPENSES 









































AS AT MARCH 31, 1998 FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) SCHEDULE 1 (in thousands of dollars) SCHEDULE 3 
See oes \>#oo>q>qwq| 
1998 1997 General 
> & adminis- 1998 1997 
Killam Fellowships and Prizes.......se0-+- 53,569 52,803 Program tration ——Total_—Total 
MolsomPtiZercesesecesccncsccrernetasstesesrca == 2,288 2,288 
Lynch-Staunton 2,118 2,118 Salaniesttnwa-cscacerest cs: 3,841 2,025 5,866 6,792 
John G. Diefenbaker.c:.::-.c-..s-+s-00-evscr=e--* 1,504 1,504 Employee benefits ......... 684 367 1,051 1,287 
Coburn) Fellow sbipirec.cccsesstacssecvecreerers-s 1,276 1,276 Office 
WidalP ene a sees re scnscc sconeresseneaterrennan 600 600 accommodation......... 74 2,074 2,148 1,819 
VeanwAw Chalmers neeccesesssssccrercceseuenss 500 500 Amortization ..........:.-2-. 710 710 1,099 
Joseph S. Stauffer 400 400 Professional and 
Japan-Canada Literary Prize..............++ 250 250 special services......... 323 361 684 857 
York Wilson Bie tiere:-sccscecnenceeemrareraree> 250 Printing, publications 
Duke and Duchess of York Prize........... 170 170 and duplicating ......... 24 416 440 462 
John Stephen Hirsch............-.:.scsrcsse--s0-0- 134 134 Communications............ 158 272 430 427 
Frances Elizabeth and S talitravelnaeserseessetes 303 48 351 429 
DPB awe Kssretavoceeteerencccnspeeeterarence-=> ifilss 113 Meeting expenses 
Ronald J. Thom Award...........::ccceseeeee 107 107 including members’ 
ORG e otepeee oor seece stores Satiecenryaceetenters=ae 32 18 honoratialesescse see 45 230 DS 298 
' Information 
Soon! ge franagement eo 8 230 238 364 
Office expenses 
and equipment.......... 18 174 192 195 
Miscellaneous.............++. 41 10 51 69 
SCHEDULE OF GRANT EXPENSES BY SECTION ST Sn ee 
FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) SCHEDULE 2 
oa Soo 
1998 1997 
Arts programs (Note 10) 
IMUSIC S seaeesre- see seeneeecestenseessertrsniae asset 21,127 17,689 
Theatre ers perce eeeeestees reer t reansgeeeete 20,047 16,571 
Writing and publishing 17,812 15,296 
Wasa arts er.cr.ciasaseecces 13,087 10,924 
[DANIGE Sereee ete erace tet. tccentntecsrersnrs WAS2 10,365 
Mie diavants emer wirceuecmermacenrentesreeserrees 8,257 6,393 
Public Lending Right Commission... 8,033 5,981 
Ores eos gee toon once sneaet ee eeneriene swosaness 1,140 1,475 
Killam Program 
Killam Research Fellowships ............ 1,489 1,561 
Izaak Walton Killam Memorial 
PUA ZES hare rinenre- cero saeeanesersovsere eer 150 150 
Other prizes and awards 
Japan-Canada Fund ..........:ccsceeerceees 223 169 
Victor Martyn Lynch-Staunton 
A Wats) ssc. svicuaucetverserucersucrsan esses 86 107 
John G. Diefenbaker Award .............. 75 75 
Jean A. Chalmers Fund 
forthe: Cras secveccecsssoccseevetesconsa tes 50 41 
Canada Council Molson Prizes.......... 100 
Glenn Gould Prize neccecercsnrncse 50 
Other prizes and awards <$50,000..... 138 136 
103,866 87,083 
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CANADA DEPOSIT INSURANCE CORPORATION 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The accompanying financial statements of the Canada 
Deposit Insurance Corporation and the information related to 
the financial statements in this annual report are the 
responsibility of management. The financial statements have 
been prepared in accordance with generally accepted 
accounting principles. The financial statements include some 
amounts, the most significant ones being the loans and claims 
receivable, the provision for guarantees and the provision for 
insurance losses, that are necessarily based on management’ s 
best estimates and judgement. 


The financial statements have been approved by the Board 
of Directors. Financial information presented elsewhere in the 
annual report is consistent with that contained in the financial 
statements. 


In discharging its responsibility for the integrity and fairness 
of the financial statements, management maintains financial 
and management control systems and practices designed to 
provide reasonable assurance that transactions are duly 
authorized, assets are safeguarded and proper records are 
maintained in accordance with the Financial Administration 
Act and regulations as well as the Canada Deposit Insurance 
Corporation Act and by-laws of the Corporation. The system 
of internal control is augmented by internal audit, which 
conducts periodic reviews of different areas of the 
Corporation’s operations. In addition, the internal and external 
auditors have free access to the audit committee of the Board, 
which oversees management’s responsibilities for maintaining 
adequate control systems and the quality of financial reporting 
and which recommends the financial statements to the Board 
of Directors. 


The financial statements have been audited by the 
Corporation’s auditor, the Auditor General of Canada, and his 
report is included herein. 


Jean Pierre Sabourin 
President and Chief Executive Officer 


Bert C. Scheepers 

Vice-President, Corporate Services, 
Acting Vice-President, Finance and 
Chief Financial Officer 
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AUDITOR’S REPORT 
TO THE MINISTER OF FINANCE 


I have audited the balance sheet of the Canada Deposit 
Insurance Corporation as at March 31, 1998 and the statements 
of income and deficit and changes in financial position for the 
year then ended. These financial statements are the 
responsibility of the Corporation’s management. My 
responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, I report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Canada Deposit Insurance Corporation Act 
and the by-laws of the Corporation. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 1, 1998 








BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 


ee EEE nna 








Accounts payable 
Provision for guarantees (Notes 5 and 7) 
Provision for insurance losses 





Loans from the Consolidated 
Revenue Fund (Notes 3 and 8) 








ASSETS 1998 1997 
Cash and short-term investmens (Note 3)........ 501,507 148,716 
Premiums and other accounts receivable ......... 7,789 3,996 
Capital aSsets.....-:<:ss.ssssssseaeasecerenscesbensnstersecnsees oT 1,569 
510,267 154,281 
Loans and claims receivable 
(INO fe S (4 caniin])) ercescercoestccsncaneesevecse-C res cetarae 372,845 693,123 
883,112 847,404 





1998 1997 
5,922 12,596 
614,227 645,941 
400,000 500,000 
401,890 865,047 
1,422,039 2,023,584 
(538,927) (1,176,180) 
883,112 847,404 





See accompanying notes. 
Approved by the Board: 


GRANT L. REUBER 
Director 


H. GARFIELD EMERSON 
Director 
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STATEMENT OF INCOME AND DEFICIT 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 





























1998 1997 
Revenue 
PPS XEUUIANS eiee oye. Sear ctast canna abuanenetenat ccatee 531,069 546,293 
Interest on cash and short-term 
investments .... 15,507 10,433 
@thenqe Vener ee. ceiacccssveessucastocesews esos 5,927 4,192 
552,503 560,918 
Expenses 
Interest on loans from the 
Consolidated Revenue Fund ............ 45,863 84,835 
Recovery of amounts previously 
WHALES MNO hile Beeerete see atch coves seccaces tesa cane (5,677) 
Operate expenses mera eeettr se coset ccanes 15,647 13,881 
Intervention expenses. 3,812 3,402 
@terimtenestecsrcee sacsareesecesee sree sercencacs 10 294 
59,655 102,412 
Income before adjustment to allowance 
and provisions for lOSS.......:.:.::eeesesee 492,848 458,506 
Adjustment to allowance and 
provisions for loss (Note 7)... 144,405 (333,713) 
INGEANCOMMC secre ec cssracc cos vicanteracsetheniceuncaes 637,253 124,793 





(1,176,180) — (1,300,973) 





DeMGIb VNC Otsy CAL caxcscssaseceevarecsesooceecort- 


See accompanying notes. 
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(538,927) (1,176,180) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


























1998 1997 
Operating activities 
INGEINCOMS amnion ctce eare rece tee 637,253 124,793 
Non-cash items included in net 
income 
Adjustment to allowance and 
PLOVISIONSHOMlOSS ie sates (144,405) 333,713 
Othe rreacsestacs sets ctness sesewaaese seers 970, 590, 
Net purchase of capital assets (371) (S04) 
Payment of guarantees ...........:csseseseeee (31,714) (66,680) 
TEOATISTGUS DUNSE Ceaeererseettee tereereseetee seer (73,238) 
Loans recovered.. ah 208,450 180,946 
Gals paid pa ceeteveeasasss saptectesseverssacts stash (170) (42,133) 
(Clmbartssineteon Gi eceaconeeeien won sore 156,403 181,462 
Decrease in working capital .................. (13,625) (11,218) 
Cash provided by operating activities.... 812,791 627,731 
Financing activities 
Loans from the Consolidated 
Revenue Fund 
INGVAN CES hese cc secns Been cqacecieees is nee 100,000 
REPAYVIDCUIS  cce-eeveseetnetencopererseerecered (460,000) (872,000) 
Cash used in financing activities ........... (460,000) (772,000) 
Cash and short-term investments 
Increase (decrease) during the year ....... 352,791 (144,269) 
Balance, beginning of year.................... 148,716 292,985 
Balancesendion yeaturercescscissmes tes 501,507 148,716 
See accompanying notes. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998 


ile 


i) 


Authority and objective 


The Corporation was established in 1967 by the Canada 
Deposit Insurance Corporation Act (the CDIC Act). Itisa 
Crown corporation named in Part I of Schedule II to the 
Financial Administration Act. 


The objects of the Corporation are to provide insurance 
against the loss of part or all of deposits in member 
institutions, to be instrumental in the promotion of 
standards of sound business and financial practices for 
member institutions, and to promote and otherwise 


contribute to the stability of the financial system in Canada. 


These objects are to be pursued for the benefit of 
depositors of member institutions and in such manner as 
will minimize the exposure of the Corporation to loss. 


The Corporation has the power to do all things 
necessary or incidental to the furtherance of its objects, 
including acquiring assets from, and providing guarantees 
or loans to, member institutions. Among other things, it 
may make or cause to be made inspections of member 
institutions, make standards of sound business and 
financial practices, and act as liquidator, receiver or 
inspector of a member institution or a subsidiary thereof. 


Significant accounting policies 
Basis of preparation 


These financial statements have been prepared in 
accordance with generally accepted accounting principles. 
These financial statements do not reflect the assets, 
liabilities or operations of failed member institutions in 
which the Corporation has intervened. 


Use of estimates 


The Corporation’s financial statements are prepared in 
accordance with generally accepted accounting principles 
and necessarily include estimates and assumptions that 
affect the amounts reported in the financial statements and 
accompanying notes. The more significant areas requiring 
the use of estimates are: (i) the allowance for loss on loans 
and claims receivable, (ii) the provision for guarantees, and 
(iii) the provision for insurance losses. 


The Corporation reviews these estimates annually. 
Actual losses, in the near term, could differ significantly 
from those estimates depending upon certain events and 
uncertainties including: 


e The ability of the Corporation to recover its loans and 
claims receivable based on prevailing economic trends 
and expectations as to future developments. 


e The Corporation’s ability to recover its loans and claims 
receivable either by maximizing net recoveries from the 
sale of assets held by liquidators and agents, or through 
successful lawsuits as appropriate against relevant 
parties of failed member institutions. 


e The extent to which the Corporation will be called upon 
to honour guarantees provided to member institutions 
and others. 


e The timing and extent of losses the Corporation will 
incur as a result of future failures of member 
institutions. The provision for insurance losses is based 
upon an assessment of a wide variety of possible 
outcomes. These include historical experience, market 
perceptions, legal and regulatory developments, 
prevailing economic trends and expectations as to 
future developments, and accordingly involve 
considerable judgement. 


The risk of deviation from the Corporation’s estimates 
varies in proportion to the length of the estimation period 
and the potential volatility of the underlying assumptions. 
In the event that ultimate losses do vary from the current 
estimates, the Corporation could recommend to the 
Governor in Council that the annual premium charged to 
member institutions be increased or decreased, depending 
on the situation. Also, the Corporation has authority to 
borrow funds from the capital markets or from the 
Consolidated Revenue Fund, subject to Board of Directors 
and ministerial approval. CDIC can borrow up to $6 billion 
or such greater amount as may be authorized by Parliament 
under an appropriation Act. 


Short-term investments 


The Corporation maintains sufficient liquidity in its 
investment portfolio to meet general operating 
requirements as well as borrowing obligations. These 
investments, consisting of marketable securities and term 
deposits, are carried at cost as they are intended to be held 
to maturity. 


Loans receivable 


The Corporation may make loans to member institutions 
and others. The main purpose of providing these loans is to 
facilitate a resolution of the financial difficulties of 
member institutions. The terms and conditions of these 
loans provide for repayment of principal and, as recovery 
of the cost of providing loans, the Corporation charges 
interest. To the extent interest revenue is recorded in the 
accounts, it is included in other revenue. 


Claims receivable 


Claims against member institutions arise from the 
subrogation of the rights and interests of depositors to the 
extent of the amount of the payment made by the 
Corporation to insured depositors. In addition, the 
Corporation asserts claims in respect of loans made to 
member institutions in liquidation. The Corporation does 
not accrue and/or record any interest revenue on its claims 
receivable. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


Allowance and provisions for loss 


In its financial statements, the Corporation records the 
following allowance and provisions for loss: 


Allowance for loss on loans and claims receivable— 
The allowance for loss on loans and claims receivable 
reflects the Corporation’s best estimate of losses in 
respect of loans and claims receivable. The allowance 
is established by assessing the anticipated results of 
the asset disposition strategies and forecasted 
payments to creditors based on information received 
from the liquidators of failed member institutions and 
from other parties acting on behalf of the Corporation. 





Loans and claims receivable are written off against the 
allowance, in full or in part, when there is no 
reasonable expectations of realization. When the 
Corporation recovers amounts previously written off, 
these are recorded as a recovery of amounts previously 
written off. 


Provision for guarantees—In order to facilitate the 
resolution of financial difficulties of member 
institutions, the Corporation may provide guarantees. 
The provision for guarantees is determined by 
estimating the future cash payments required under 
these guarantees. 





Provision for insurance losses—The provision for 
insurance losses represents the Corporation’s best 
estimate of losses it will incur as a result of insuring 
deposits of member institutions. 





The provision is established by: (i) assessing the 
aggregate risk of member institutions based on the 
Corporation’s specific knowledge of its members, 

(ii) providing for the risk of loss relating to insured 
deposits by using a market-based composite risk- 
weighting system, and (iii) applying the loss 
experience, discounted to present value basis, to past 
member institution failures during the preceding eight 
years. 


The market-based composite risk-weighting system is 
affected by two factors: (i) the credit ratings of 
member institutions; and (ii) the market spreads 
between corporate bond issues and benchmark bond 
issues of the Government of Canada for comparable 
terms. 


Changes in the allowance and provisions for loss that 
result from annual estimations for financial reporting 
purposes are recognized as an adjustment to the allowance 
and provisions for loss in the period in which the changes 
occur. 


Canada Deposit Insurance Corporation 


Premium revenue 


Premiums are based on the amount of insured deposits 
held by member institutions as at April 30 of each year. 
Premiums are recorded annually based on a Return of 
Insured Deposits from member institutions, which is due 
July 15 of each year. Premiums are payable in two equal 
instalments on July 15 and December 15. 


Other revenue 


The Corporation charges interest on loans made to 
member institutions and others. Interest continues to accrue 
on loans but is not recognized in the accounts when, in the 
Corporation’s opinion, there is reasonable doubt as to 
collectibility of the interest. In such cases, interest 
payments received are recognized as a reduction of the 
loan balance until such time as the loans are retired. 
Subsequent payments are recognized as other revenue on a 
cash basis. 


In some cases, amounts recovered from the estates of 
member institutions (claims receivable) exceed the amount 
claimed. These amounts are also recorded as other revenue 
on a cash basis. 


Cash and short-term investments 


March 31 March 31 














1998 1997 

(in thousands of dollars) 
Bankers) aCCeptanCeSincs:.e-sascce=scssee-ss 337,542 102,201 
Bearer Geposil MOTESs.-ccs.0.-0s++5=-- 111,025 22,197 
Meni Ge POSTS eeecessesextecereccsssesereesene=e 6,900 11,118 
@ommercialipapenie sneer ees 45,796 12,668 

501,263 148,184 
(GENS Non seccureriesernca epee BS Ro ee 244 532 
otal eomtescecsccsate ces ee cnscesescones eeicsrsstS 501,507 148,716 


A significant portion of the cash and short-term 
investments will be used to repay the Consolidated 
Revenue Fund loans maturing in July 1998. Prepayment of 
these loans before July 1998 would incur significant 
penalty costs. The short-term investments have a weighted 
average effective yield of 4.81% (1997—3.11%) and have 
a weighted average term to maturity of 44 days (1997— 
25 days). 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


4. Loans and claims receivable The nominal amount of outstanding guarantees provided 


March 31 March 31 
1998 1997 





(in thousands of dollars) 

















NEOATS TECOR ADIC et sctesrececracttasnesceressesenare 225,433 433,883 

AlIOwance 100 lOSSceevetettnercsrrorsessceers (9,200) (18,100) 
Net loans receivable .............00s-csesceese 216,233 415,783 

Glannstreceivablesswscvecinsiesseenans 173,412 333,740 

Allowance fomlosSiecsesnttserrcescessees (16,800) (56,400) 
Net claims receivable ...........::::sesscseseres 156,612 277,340 

Menta lisseee fens eaeesscactscecaassep tate pen meen eee 372,845 693,123 

Loans 


The loans receivable are repayable on demand and bear 
interest at floating rates determined in accordance with 
formulas based either on prime rate or the rate for 90-day 
Treasury Bills. No interest revenue was recorded on 
existing loans receivable as the criteria for interest revenue 
recognition on the loans were not met. No new loans were 
made during the year. 


Claims 
No new claims were asserted during the year. 
Provision for guarantees 


In the course of business, the Corporation provides 
various guarantees to member institutions and others. 


In order to facilitate the resolution of member 
institutions in financial difficulty, the Corporation provided 
deficiency coverage guarantees. These guarantees provide 
for payment of a portion of the principal and income losses 
incurred on eligible assets acquired by third parties. The 
guarantees will remain in force on a diminishing basis until 
the year 2002. 


The Corporation also provided collaterized guarantees 
to the investors of distress preferred shares issued by 
Adelaide Capital Corporation, a former member institution. 
These shares are to be redeemed on or before December 
1999, at which time the Corporation may be called upon to 
honour its guarantees. 





by the Corporation is $1.8 billion as at March 31, 1998 
(1997—$2.4 billion) and the provision for guarantees as at 
March 31, 1998 is $614.2 million (1997—$645.9 million). 
The nominal amount represents the maximum exposure of 
the Corporation with respect to the guarantees provided. 
The nominal amount is not representative of the amount 
the Corporation expects to pay to third parties to meet its 
obligations under these guarantees. 


Provision for insurance losses 


During the 1996/97 fiscal year, the Corporation 
enhanced its methodology for estimating the amount of the 
provision for insurance losses. This enhancement is part of 
the continuing process of estimating and accounting for 
insurance losses that the Corporation will incur. 


The provision for insurance losses is $400 million as at 
March 31, 1998 (1997—$500 million). 


Pursuant to the 1996 amendments to the CDIC Act, the 
Corporation is developing a Premium By-law which will 
establish a system for differential premiums. Member 
institutions will be rated by category and each category 
will have a different premium rate. As a result of 
developing the differential premium system, the 
Corporation will have better information and analytical 
tools with which to assess its overall risk of loss resulting 
from insuring deposits in member institutions. Further 
enhancements to the methodology for estimating insurance 
losses will be made once the system for differential 
premiums is implemented. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


7. Allowance and provisions for loss 


The following table is a continuity schedule of the 
allowance for loss on loans and claims receivable, the 
provision for guarantees and the provision for insurance 
losses as at March 31, 1998 with corresponding totals as at 
March 31, 1997. 






















March 31 March 31 
1998 1997 
Loans Claims 7 Insurance or 
receivable receivable Guarantees losses Total Total 
(in thousands of dollars) 
IES OMEEENIIS ORO) [CTO perc mesees te tates ce cecetten-cisteraricnetevectere carat ceonereaerers 18,100 56,400 645,941 500,000 1,220,441 984,771 
PRAY IMIG ILS toca teeta treet tee eec sa scanrecenadatcacntlsseasccesestarranersuzueenccossancrere (31,714) (31,714) (66,680) 
IWinttE=OLTS ect cav cates xttoressot at onietacecsie sas ads ev ateuetess IES hcbveavcize (4,095) (4,095) (31,363) 
Adjustment to allowance and provisions fOr lOSS ..........::ccceeeseeeee (8,900) (35,505) (100,000) (144,405) (116,287) 
Ghangeumaccoumtin estimate nm tc.cecsssesescesus-tiest regen eine. nessetees 450,000 
nd Of PEMOG Rese serascves eset tercsetchl iacetecterk catleveuctecy sumestacnrssnisotesese 9,200 16,800 614,227 400,000 1,040,227 1,220,441 


The allowance and provisions for loss are subject to 
measurement uncertainty. As such, actual losses may differ 
significantly from these estimates. 


8. Loans from the Consolidated Revenue Fund 


As at March 31, 1998, the Corporation has $402 million 
in outstanding loans from the Consolidated Revenue Fund 
including accrued interest of $7 million (March 31, 1997— 
$865 million, including accrued interest of $10 million). 


The Corporation’s risk management policy requires that 
a minimum of 80% of the debt portfolio be matched to 
future cash flows as to timing and amount. At March 31, 
1998, the portfolio is fully matched. The loans bear interest 
at various fixed rates ranging from 6.16% to 7.33% 
(1997—5.87% to 7.33%) and the principal is repayable in 
July 1998. 


9. Financial instruments 
Credit risk 


The Corporation is subject to credit risk from its 
holdings of short-term investments. Credit risk is 
minimized by investing in high credit-quality financial 
institutions or in short-term, high quality debt securities, 
and by limiting the amount invested in any one 
counterparty. 


All of the loans and claims receivable relate to troubled 
or failed member institutions. The Corporation’s credit risk 
exposure relating to loans receivable is directly impacted 
by these entities’ ability to generate cash flows sufficient to 
meet their obligations to the Corporation as they become 
due. Realizations of claims receivable is largely dependent 
on the credit quality or value of assets held by the failed 
member institutions. The value of a significant portion of 
the remaining assets is dependent on real estate markets. 
As such, the Corporation is exposed to significant 
concentrations of credit risk arising from the real estate 
industry. 


Canada Deposit Insurance Corporation 








NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Concluded 


10. 





Fair value Such losses total $1,042.9 million and expire as follows: 
No active or liquid market exists in which the __ Amount 
Corporation’s most significant financial assets and (in millions 
liabilities could be traded. Where no market exists for Year of dollars) 
financial instruments, fair value estimates are based on ae 
judgements regarding current and future economic 746 
conditions and events, the risk characteristics of the 96.4 
instruments, and other factors. The estimates of fair value 202.4 
discussed below are made as at March 31, 1998 and 125.5 
involve uncertainties and matters of significant judgement. a 
Changes in assumptions could materially affect the as 
estimates. 1,042.9 


The book value of cash and short-term investments, 














premiums and other accounts receivable and accounts 11. Contingent liabilities 
pI ea ena peu EE ced nea iO! The Corporation is involved in a number of judicial 
actions arising in the normal course of operations. 

The book value of loans and claims receivable Although the final outcome with respect to claims and 
approximates their fair value as it represents the legal proceedings pending at March 31, 1998 cannot be 
Corporation’s best estimate of the amounts to be realized predicted with certainty, in the opinion of the Corporation, 
based on asset disposition strategies and forecasted none of these, individually or in the aggregate, would result 
repayments on account of loans and claims receivable. The in liability that would have a significant adverse effect on 
Corporation’s estimates are based on information received the financial position of the Corporation. Any impact of 
from the liquidators of failed member institutions and from such matters will be reflected in the period in which the 
other parties acting on behalf of the Corporation. matter becomes determinable. 

The fair value of the provision for guarantees is not 12. Insured deposits 
readily determinable due to the uncertain timing of future ee A : 
payments, but in any case, fair value would be less than Deposits insured by the Corporation, on the basis of : 
book value, which has been determined without reference returns received from member institutions as described in 
to discounting for the time value of money. Note 2, Premium Revenue, as at April 30, 1997 and 1996, 

were as follows: 

The book value of the provision for insurance losses ee aa 
approximates its fair value as it represents the 
Corporation’s best estimate of the future claims to be paid (in billions of dollars) 
to insured depositors and related expenses. Federal institutions.....sscscsseessssene 306 314 

The fair value of the loans from the Consolidated Provincial institutions .........csseseseseeeees 11 14 
Revenue Fund (Note 8) is $405 million (1997— 317 328 
$890 million). The fair value is estimated based on the 
present value of contractual cash flows discounted at the 
rate currently available to Crown corporations for debt with In accordance with paragraph 21(1)(b) of the CDIC Act, 
similar remaining terms to maturity. No provision has been the premium rate for the premium year 1998 was set at 
made for early repayment penalties as the Corporation one-sixth of one percent of insured deposits, the same rate 
intends to settle the loans in accordance with their original as in 1997. 

Ne 13. Comparative figures 


Income taxes 


The Corporation is subject to federal income tax and has 
losses that can be carried forward to reduce future years' 
earnings for tax purposes. 


Certain of the 1997 figures have been reclassified to 
conform with the presentation adopted for 1998. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION 


MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The accompanying consolidated financial statements of 
Canada Development Investment Corporation are the 
responsibility of management and have been approved by the 
Board of Directors. 


The consolidated financial statements have been prepared 
by management in accordance with generally accepted 
accounting principles. When alternative accounting methods 
exist, management has chosen those it deems most appropriate 
in the circumstances. Financial statements are not precise since 
they include certain amounts based on best estimates and 
judgments. Management has prepared the financial information 
presented elsewhere in this annual report and has ensured that 
it is consistent with that in the financial statements. 


CDIC maintains systems of internal accounting and 
administrative controls designed to provide reasonable 
assurance that the financial records are reliable, form a proper 
basis for the preparation of financial statements and that 
CDIC’s assets are properly accounted for and adequately 
safeguarded. 


The Board of Directors carries out its responsibilities for the 
financial statements in this report principally through its audit 
committee, consisting solely of outside directors. The audit 
committee reviews CDIC’s annual consolidated financial 
statements and reports its findings to the board for their 
consideration and approval. The audit committee also meets 
with management and with the shareholder’s auditors to 
discuss auditing matters and financial reporting issues. Due to 
its size, and as permitted by Order in Council, CDIC is exempt 
from the requirement to carry out internal audits. 


These consolidated financial statements have been audited 
by the shareholder’s auditors, the Auditor General of Canada 
and KPMG, whose report is presented separately. 


Benita M. Warmbold 
Director 


March 11, 1998 
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AUDITORS’ REPORT 
TO THE MINISTER OF FINANCE 


We have audited the consolidated balance sheet of Canada 
Development Investment Corporation as at December 31, 1997 
and the consolidated statements of income (loss) and 
accumulated deficit and changes in financial position for the 
year then ended. These financial statements are the 
responsibility of the corporation’s management. Our 
responsibility is to express an opinion on these financial 
statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position of 
the corporation as at December 31, 1997 and the results of its 
operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting 
principles. As required by the Financial Administration Act, 
we report that, in our opinion, these principles have been 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the corporation 
and of its wholly-owned subsidiaries that have come to our 
notice during our audit of the consolidated financial statements 
have, in all significant respects, been in accordance with Part X 
of the Financial Administration Act and regulations, the 
Canada Business Corporations Act and the articles and by- 
laws of the corporation and its wholly-owned subsidiaries. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 


KPMG 
Chartered Accountants 


Toronto, Canada 
February 23, 1998 








CONSOLIDATED BALANCE SHEET DECEMBER 31, 1997 

(with comparative figures for 1996) 

(in thousands) 

———————————————— as ne 


LIABILITIES AND SHAREHOLDER’S 

















ASSETS 1997 1996 EQUITY 1997 1996 
Current assets Current liabilities 
Cash and short-term investments..........- 13,473 35,635 Accounts payable and accrued liabilities 
Cash on deposit in the Consolidated (Notes 7 (b), (d) and (€)) ....cceceeseesseeereeseees 7,657 10,535 
Revenue Fund (Note 4).........:::10 86,000 73,560 Notes payable to Atomic Energy of 
Cash restricted as to use (Note 7 (f)) ..... 10,000 10,000 Canada Limited (Notes 5 (b) and 7 (f)).... 20,104 14,519 
Receivables ita ccvsescereee terrence cere-ere 159 271 27,761 25,054 
~ 109,632 ~—«:119,466 





SHAREHOLDER'S EQUITY 
Capital stock 

















Investments Authorized—unlimited number of 
Non-consolidated subsidiaries common shares 
(ANIL (2 5) | pocapnaecrctackoce epoocenorncceqsereeaeoce 10,104 4,519 Issued and fully paid—101 common 
Shave Seeerees cnet eeteke or urereetacarenrsseersetas 1 i 
Contributed surplus..... 743,184 743,184 
Accumulated deficit (651,210) (644,254) 
91,975 98,931 
Contingencies (Note 7) 
119,736 123,985 119,736 123,985 
The accompanying notes are an integral part of these consolidated financial statements. 
On behalf of the Board: 
DON SHAVER 
Director 
WILLIAM ROSS 
Director 
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CONSOLIDATED STATEMENT OF INCOME (LOSS) 
AND ACCUMULATED DEFICIT 

YEAR ENDED DECEMBER 31, 1997 

(with comparative figures for 1996) 

(in thousands) 











1997 1996 
Corporate operations 
Interest earned on short-term 
INVESIMICHUS esas ete te. cde -ceeeereee esses 685 1,812 
Dividend and other income.................. 282 2,874 
967 4,686 
Corporate and divestiture expenses...... (2,194) (1,978) 
Corporate income (loss), net ...........0 (1,227) 2,708 
Gain on redemption of Varity 
Sharesi (NOteO) ake. sccsseavaveseoseve ston eteree 14,075 
Provision for waste disposal costs 
(INGE S73 (D)) eecrecsrcecettees tee tec coneene (729) (593) 
INGE IMCOMENOSS)esceceeese eee cee creecceence (1,956) 16,190 
Accumulated deficit, beginning of year.... (644,254) (629,194) 
MDUVIGEDS rece cseseeecestcesns<scranneesesespecact ewer tre (5,000) (31,250) 
Accumulated deficit, end of year.............. (651,210) (644,254) 





The accompanying notes are an integral part of these consolidated financial 
statements. 
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CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 

YEAR ENDED DECEMBER 31, 1997 

(with comparative figures for 1996) 

(in thousands) 








1997 1996 
Operations 
Cash provided by (used in) corporate 
OPELAatlonsi(INOte: 8) srcessaesseseetee eee (4,722) 3,660 
Financing 
Dividend sip atdieeesccesetess ces rscestenr eee (5,000) (31,250) 
Investing 
Proceeds from redemption of 
Viarity:shares rcechonrce sree teen res 31,250 
Imeredse (decrease) inlcasiiessase-tessste tee (9,722) 3,660 
Gashaibe pinning: ot yealsrreseems eee 109,195 1053535 
Cashendot vicatemsra:semmreeccateesere reas 99,473 109,195 





For purposes of this statement, cash and increase (decrease) in cash includes 
cash and short-term investments and cash on deposit in the Consolidated 
Revenue Fund and excludes cash transactions relating to cash restricted as to 
use. 


The accompanying notes are an integral part of these consolidated financial 
statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1997 
(all dollar amounts are stated in thousands) 


ile 


tO 


The corporation 


Canada Development Investment Corporation ("the 
corporation" or "CDIC") was incorporated in 1982 under 
the provisions of the Canada Business Corporations Act 
and is wholly-owned by Her Majesty in Right of Canada. 
The corporation is subject to the Financial Administration 
Act and is an agent of Her Majesty. The corporation is 
subject to federal and provincial income taxes. 


Activities of the corporation 


CDIC’s mandate is to wind down its operations by 
divesting of its remaining assets in an orderly fashion and 
reducing operating costs to a minimum. 


In 1997, the operations of CDIC were reduced to a 
minimum level which included the termination of the lease 
of the current office space and the termination of all 
remaining employees. An accrual of $1,300 was provided 
for in the 1996 statement of income to cover any liabilities 
associated with these actions. The Board of Directors will 
continue to manage the corporation with assistance of 
contract employees and government officials. 


The Corporation’s remaining significant assets are its 
investments in Canada Hibernia Holding Corporation 
("CHHC") and Theratronics International Limited 
("Theratronics"). 


The Corporation also manages contingencies discussed 
in Note 7. 


The Board of Directors of the corporation is continuing 
to develop approaches to the divestiture of the 
corporation’s remaining assets and the orderly wind down 
of its remaining obligations. 


Significant accounting policies 
(a) Basis of consolidation 


The financial statements of Canada Eldor Inc. ("CEI"), 
a wholly-owned subsidiary, have been consolidated 
with those of the corporation. 


(b) Investments in non-consolidated subsidiaries 


The corporation’s investments in subsidiaries acquired 
with the intention that they be disposed of or 
privatized in the foreseeable future are considered to 
be temporary investments and are carried at the lower 
of cost and net realizable value. If no reliable estimate 
of net realizable value is available, the investment is 
carried at cost. The corporation’s investment in CHHC 
is considered to be a temporary investment and is 
accounted for in accordance with this policy. 
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The corporation’s investments in subsidiaries acquired 
with the intention that they be disposed of or 
privatized in the foreseeable future and for which the 
corporation will not benefit from the ultimate gains or 
losses on disposition are carried at the corporation’s 
proportionate interest in the underlying net book value 
of the subsidiaries, offset by a liability reflecting the 
corporation’s obligation to forward any proceeds of 
disposition to another entity. The corporation’s 
investment in Theratronics is accounted for in 
accordance with this policy. 


The financial statements of CHHC and Theratronics 
are attached. 


(c) Short-term investments 


Short-term investments are valued at cost which 
approximates fair value due to the short period to 
maturity. 


(d) Divestiture costs and recoveries 


Divestiture costs are expensed when incurred and 
recoveries are recognized when realized. Divestiture 
costs and recoveries are included in corporate and 
divestiture expenses. 


(e) Measurement uncertainties of estimates 


The preparation of financial statements in conformity 
with generally accepted accounting principles requires 
management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and 
the disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported 
amounts of revenues and expenses during the year. 
Actual results could differ from these estimates. 


4. Cash on deposit in the Consolidated Revenue Fund 


In 1995 CEI deposited $73,560 in a non-interest bearing 
special purpose account in the Consolidated Revenue Fund 
("CRE"). In April 1997 CEI deposited an additional 
$12,440 in the CRF. Funds can be drawn out of the account 
to extinguish any liability of CEI. 





NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1997—Continued 


5. Investments in non-consolidated subsidiaries 





The corporation's investments in subsidiaries are as 
follows: 








December 31 
1997 1996 
(CHT (Gee eee a, emacs 
Aer atrOntes: () sasaeeesee-ceeeaeeaceoureesoesse 10,104 4,519 
10,104 4,519 
(an CHEE 


On March 19, 1993 CHHC acquired for no cost an 
8.5% working interest in the Hibernia Development 
Project and an 8.5% equity interest in the Hibernia 
Management and Development Company Ltd. 
CHHC's sole purpose is the holding, management, 
funding and ultimately, disposal of the 8.5% interest in 
the Hibernia Development Project. Pursuant to a 
Memorandum of Understanding ("MOU") dated 

June 8, 1993 between the Government of Canada 
("Government"), the corporation and CHHC, the 
Government seeks the approval of Parliament to 
appropriate the funds necessary for CHHC to honour 
its obligations to fund the project costs of the Hibernia 
Development Project. CHHC is dependent on 
appropriations from the Government to fulfill its 
obligations. 


Appropriations received from the Government by 
CHHC to fund the costs of the Hibernia Development 
Project are credited to contributed surplus of CHHC, 
but are not reflected in these consolidated financial 
statements as the investment in CHHC is carried at 
nominal cost. Total appropriations received to the end 
of 1997 are $408,598 (1996—$335,767). 


Pursuant to the MOU, the corporation funds the 
administrative costs of CHHC and includes them in 
corporate and divestiture expenses. The aggregate 
costs are reimbursable to the corporation on 
commencement of commercial operations from the 
Hibernia Development Project production proceeds (if 
any such proceeds remain after payment of other 
production expenses and charges) or, if applicable, the 
proceeds from the sale of the working interest or the 
sale of the shares of CHHC in such manner as may be 
agreed upon by the corporation and the Minister of 
Finance. 
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Costs of the Hibernia Development Project to 
commercial production start-up are estimated at 
$5,819,000, before Government assistance. CHHC's 
8.5% share is expected to be approximately $407,000. 
Total costs capitalized by CHHC related to the 
Hibernia Development Project to the end of 1997 are 
$405,152 (1996—$357,724). CHHC's expenditures 
incurred after March 23, 1993 do not qualify for 
Government contributions or Government guaranteed 
limited-recourse loans provided to the other owners of 
the project. 


The Hibernia Development Project is in the 
development stage. Accordingly, CHHC has no 
operations until the production stage commences. 
Recovery of CHHC's capitalized costs relating to the 
Hibernia Development Project depends upon (i) the 
sale of the working interest for an amount in excess of 
the costs capitalized, or (ii) the successful completion 
of construction and achievement of commercial 
production of oil at prices sufficient to recover 
operating costs and capitalized costs. 


The Hibernia Development Project defines 
"commercial production" to occur upon the production 
of the first three million barrels of crude oil from the 
project (CHHC's 8.5% interest 1s 255,000 barrels). 
Upon commencement of production, CHHC will 
follow the full cost method of accounting. 


(b) Theratronics 


The share purchase agreement between Atomic 
Energy of Canada Limited ("AECL") and the 
corporation requires the corporation to pay AECL the 
fair market value of the shares of Theratronics. The 
agreement also specifies that the fair market value will 
be estimated as at the date of transfer, but will 
subsequently be adjusted to an amount equal to the 
price ultimately received by the corporation in the 
subsequent privatization sale of Theratronics. 
Furthermore, the agreement specifies that the 
corporation is not required to make payment of the 
purchase price to AECL until 60 days after the 
privatization sale. 


Accordingly, AECL will ultimately receive the full 
proceeds realized upon privatization of Theratronics, 
less the corporation's expenses associated with the 
privatization. 
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6. 


Thus, while the corporation has title to the shares of 
Theratronics and executive management control over 
its operations prior to its privatization, the corporation 
did not acquire the normal risks and benefits 
associated with share ownership. Accordingly, the 
corporation has recorded its investment in 
Theratronics at an amount equal to the net book value 
of Theratronics at December 31, 1997 and 1996, with 
an off-setting non-interest bearing note payable to 
AECL, and has not recognized any income or loss on 
this investment. 


Investment in Varity Corporation 


In August, 1996 Varity Corporation ("Varity") 
redeemed the 1,250,000 Class II preferred shares of Varity 
held by the corporation for $25.00 per share, plus accrued 
dividends. 


Contingencies 


(a) On December 23, 1986 the corporation sold its 
investment in Canadair Limited to Bombardier- 
Canadair Inc. The corporation and the Government 
have agreed to indemnify Bombardier-Canadair Inc. 
and Canadair Limited for specified product related 
claims for fifteen years from December 23, 1986 for 
which insurance coverage is unavailable or 
economically impracticable to obtain. Reasonable 
estimates of the effects, if any, of this indemnity 
cannot be made at this time. Such amounts will be 
recognized in future years, as appropriate, when 
reasonable estimates can be made as to the likely (c) 
amount, if any, which will ultimately be paid pursuant 
to this indemnity. No amounts have been paid to date 
under this indemnity. 


(b) Under the terms of the agreement between CEI and 
Cameco Corporation ("Cameco"), CEI and Cameco 
agreed on a formula for sharing any future joint costs, 
excluding normal operating costs, related to certain 
specified existing wastes accumulated by CEI to 
October 5, 1988, the date of transfer of CEI's 
operations and assets to Cameco. Cameco assumed 
liability for the first $2,000 of joint costs. The next 
$98,000 in joint costs will be shared 23/98ths by 
Cameco, 75/98ths by CEI. CEI assumed liability for 
joint costs in excess of $100,000. 
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Alternatives for the economic disposal for existing 
wastes continue to be pursued by Cameco. The 
majority of the joint costs under the indemnity 
provisions of the agreement relate to existing waste 
material located in two sites which are closed and have 
not accepted further wastes since October 5, 1988. The 
ultimate magnitude of the joint costs is largely 
dependent on the outcome of the Government's 
review and determination of where and what type of 
facility will be constructed to dispose of the waste, 
remediation standards that will be set by the Atomic 
Energy Control Board and the technologies that may 
be available to meet these standards at the time they 
are determined. 


CEI accrues for these costs on an annual basis, based 
on reliable estimates provided by Cameco. As at 
December 31, 1997 Cameco estimates joint costs to be 
$12,353 (1996—$12,086) of which CEI's share is 
$7,923 (1996—$7,719). Accordingly, CEI has accrued 
this amount as its liability that is subject to reasonable 
estimation at this time. The balance payable, included 
in accounts payable and accrued liabilities, is $7,230 
(1996—$7,257). It is likely that CEI will incur further 
liability for joint costs to be incurred in the future; 
however, the ultimate magnitude of this liability is not 
reasonably estimable at this time. To December 31, 
1997 actual total joint costs incurred are $3,783 
(1996—$3,528) of which CEl's share is $1,365 
(1996—$1,170). 


CEI is a co-defendant with Cameco in a lawsuit 
brought on behalf of certain members of the Eldorado 
Pension Plan. The lawsuit is based on the fact that 
approximately $15,500 of plan expenses and employer 
contributions were funded from the plan surplus rather 
than from the co-defendants. 


Affidavits have been exchanged and some cross 
examinations have taken place, but the cross 
examinations have not yet been completed. As such, 
many of the factual and legal issues have not yet been 
determined. 


The co-defendants have a number of defences which 
continue to be vigorously pursued. Management 
remains of the opinion, after review of the facts with 
counsel, that the outcome of this case will not have a 
material financial impact in CEI. 
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(d) Under the terms of the agreement between CEI and 
Cameco, CEI agreed to reimburse Cameco for costs 
related to the final decommissioning of a former mine 
site. CEI accrues for these costs on an annual basis 
based on reliable estimates provided by Cameco. The 
ultimate magnitude of this liability is not reasonably 
estimable at this time. 


(e) Under the terms of the agreement between CEI and 
Cameco, CEI is responsible for certain costs related to 
employees who retired prior to October 1988. CEI 
accrues for these costs as incurred. 


(f) In November 1991 the corporation sold its investment 
in Nordion International Inc. ("Nordion") for proceeds 
of $165,000. 


As part of the purchase and sale agreement, the 
corporation indemnified the purchaser for certain 
representations contained in the agreement of purchase 
and sale. The indemnity is subject to a deductible of 
$1,000 and an aggregate limit of $10,000 and expired 
two years after the date of the sale. $10,000 of the 
proceeds received from the sale are held in the CRF 
and is shown as "Cash Restricted as to use" in these 
financial statements, for use in satisfying any claims 
made under this indemnity. 


Two claims were made under the indemnity provision. 
One claim was settled at no cost to CDIC in 1997 and 
one claim remains outstanding. Any balance 
remaining of the $10,000 withheld to cover the 
indemnity, net of claims, will be paid to AECL on 
settlement of the outstanding claim. 


(g) The Government has introduced legislation which if 
enacted, would subject the corporation to the Large 
Corporation Tax provisions. 


The corporation cannot presently estimate the impact, 
if any, of the Large Corporation Tax provisions; 
however, any amount will be charged to the statement 
of income in the year in which the legislation is passed 
by Parliament. 


8. Cash provided by corporate operations 





1997 1996 
Corporate income (loss), net .............. (1,227) 2,708 
Decrease In Mecelvablese-en saves 112 250 
Increase (decrease) in accounts 
payable and accrued liabilities 
before provision for waste 
CIS POSAll COStSiecs.sesuecys: ceesneseeowerss (3,607) 691 
UBS i caevnctescvesvvicksacassieveceteessatasaecs 1] 
Cash provided by (used in) 
EOLPOrate OPELAatkOOS:..ase-s1-sseesavessees (4,722) 3,660 
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APPENDIX 1 
CANADA HIBERNIA HOLDING CORPORATION 
AUDITORS’ REPORT 


TO THE SHAREHOLDER OF CANADA HIBERNIA HOLDING 


CORPORATION 

We have audited the balance sheet of Canada Hibernia In our opinion, these financial statements present fairly, in 
Holding Corporation as at December 31, 1997 and the all material respects, the financial position of the company as 
statements of operations and deficit and changes in financial at December 31, 1997 and the results of its operations and the 
position for the year then ended. These financial statements are changes in its financial position for the year then ended in 
the responsibility of the company's management. Our accordance with generally accepted accounting principles. As 
responsibility is to express an opinion on these financial required by the Financial Administration Act, we report that, in 
statements based on our audit. our opinion, these principles have been applied on a basis 


ae : consistent with that of the preceding year. 
We conducted our audit in accordance with generally 


accepted auditing standards. Those standards require that we Further, in our opinion, the transactions of the Corporation 
plan and perform an audit to obtain reasonable assurance that have come to our notice during our audit of the financial 
whether the financial statements are free of material statements have, in all significant respects, been in accordance 
misstatement. An audit includes examining, on a test basis, with Part X of the Financial Administration Act and 

evidence supporting the amounts and disclosures in the regulations, the Canada Business Corporation Act and the 
financial statements. An audit also includes assessing the articles and by-laws of the Corporation. 


accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


KPMG 
Chartered Accountants 


Calgary, Canada 
February 23, 1998 


BALANCE SHEET DECEMBER 31, 1997 
(with comparative figures for 1996) 
(in thousands of dollars) 


a l 


LIABILITIES AND SHAREHOLDER’S 

















ASSETS 1997 1996 EQUITY 1997 1996 
Current assets Current liabilities 
Accounts receivable.............01-csssr+-+- 1,962 Accounts payable and accrued hiabilities........ 2399) 3,796 
Prepaid EXPeMSES .........ecscerereseressereeees 7 [0G Taxes payable..........ccsecsccsccesessreessssssssenentene 111 120 
2,668 Current lease OblIgation...........cscccreseesereeeres 310 
Capital assets : ___2,780 _ 3,916 
Hibernia development project............ 405,152 357,724 
Crude oil tanker (Note 3)........0:eee 39,456 Long-term lease obligation (Note 3)... 38,748 
444 608 357,724 
SHAREHOLDER’S EQUITY 


Capital stock 
Authorized—Unlimited number of 
common shares 











Issued and fully paid— 1 common share 
Contributed surplus ............-sscceceteeseeeseeeenses 408,598 355,767 
| Bye ierk dn po persocceecaccereree eo es co ua oc ccecaccnec sa (2,850) (1,959) 
405,748 353,808 
Commitment and contingencies (Note 6) 
447,276 357,724 447,276 357,724 





See accompanying notes to financial statements. 
On behalf of the Board: 


DON SHAVER 
Director 


WILLIAM ROSS 
Director 
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CANADA HIBERNIA HOLDING CORPORA TION—Continued 


STATEMENT OF OPERATIONS AND DEFICIT 


YEAR ENDED DECEMBER 31, 1997 
(with comparative figures for 1996) 
(in thousands of dollars) 











1997 1996 

Expenses 
Vargelcorporation taX.........c.secsecceseeeneee 891 760 
WPGSSHOU tes VEAL eawcnstecen meter Meeticnc ts ecaas 891 760 
DEMmcit Deginning:Of year anrr.es..seeses soe 1959 1,199 
BYCHICLE ENCOl, VEAL. erence <cescscrraceceCsectees: 2,850 1,959 


See accompanying notes to financial statements. 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1997 

(with comparative figures for 1996) 

(in thousands of dollars) 

















1997 1996 
Cash provided by (used for) 
Operation 
IEQSSfOL Men Veale cmereretecreryrerere seers (891) (760) 
Decrease in working capital.................. (4,114) (3,418) 
(5,005) (4,178) 
Investment 
Hibernia development project............... (47,428) (58,155) 
Cirmdeolktankene yee ete ce (39,456) 
(86,884) (58,155) 
Financing 
Parliamentary appropriations 
fromm Ganad acs. .ccecen-cer eee eee 52,831 62,333 
Increase in long-term obligation........... 39,058 
91,889 62,333 





han SeMMiCas Nicraecnce eceeeesnee es tener. eee 
(Cash yibe simmin ps Ot year mse ceter gare nereerees 





(G@ashNendi@l Vetere. .cccsccactcree.deeertecess 








See accompanying notes to financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997 
(all dollar amounts are stated in thousands) 


1. Canada Hibernia Holding Corporation 


Canada Hibernia Holding Corporation (the "Company” 
or “CHHC") was incorporated under the provisions of the 
Canada Business Corporation Act on December 4, 1992. 
The Company was acquired by Canada Development 
Investment Corporation ("CDIC") in March 1993. Prior to 
March 1993 the Company was inactive. The Company is 
subject to the Financial Administration Act. 


On March 19, 1993, the Company acquired for no cost 
an 8.5% working interest in the Hibernia Development 
Project and an 8.5% equity interest in the Hibernia 
Management and Development Company Ltd. GEMDG®): 
CHHC's sole purpose is the holding, management, funding 
and ultimately, disposal of the 8.5% equity interest in the 
Hibernia Development Project. Pursuant to a Memorandum 
of Understanding ("MOU") dated June 8, 1993 between the 
Government of Canada ("Government"), CDIC and CHHC 
the Government seeks the approval of Parliament to 
appropriate the funds necessary for CHHC to honour its 
obligations to fund the project costs of the Hibernia 
Development Project. CHHC is dependent on 
appropriations from Government to fulfill its obligations. 


The MOU also requires CDIC to fund administrative 
costs of CHHC. The aggregate costs are reimbursable to 
CDIC on commencement of commercial operations from 
the Hibernia Development Project production proceeds (if 
any such proceeds remain after payment of other 
production expenses and charges), or if applicable, the 
proceeds from the sale of the working interest or the sale of 
the shares of the Company in such manner as may be 
agreed upon by CDIC and the Minister of Finance 
(Note 2 (c)). 


HMDC is a Company formed to act as agent for the 
participants in the Hibernia Development Project. All 
project expenditures, other than those relating to the 
transportation of oil from the project, are charged to the 
Joint Account which is owned by the participants in 
proportion to their working interest. The Joint Account is 
funded directly by the participants and by Federal and 
Provincial Government Contributions. 


N 
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The Hibernia Development Project is in the 
development stage. Accordingly, CHHC has no operations 
until the production stage commences. Recovery of 
CHHC's capitalized costs relating to the Hibernia 
Development Project depends upon (i) the sale of the 
working interest for an amount in excess of the costs 
capitalized, or (ii) the successful completion of 
construction and achievement of commercial production of 
oil at prices sufficient to recover operating costs and 
capitalized costs. 


During the latter part of 1997, the Hibernia 
Development Project received initial production from two 
successful wells. One tanker load of crude oil was lifted 
and in transportation to delivery point. CHHC's share of 
this crude is approximately 71,000 barrels having a gross 
sales value of $1,700 (Note 2 (d)). 


The Company’s wholly owned subsidiary, CHHC Oil 
Limited was incorporated in December 1997 and is 
currently inactive. 


Significant accounting polices 


(a) Investment in the Hibernia Development Project and 
Hibernia Management and Development Company 
Ltd.: 


Investment in HMDC is accounted for using the cost 
method. 


Development costs charged to the Joint Account 
subsequent to the date of acquisition of the working 
interest are capitalized. Development costs include 
costs of engineering construction and installation of 
production facilities comprised of a Gravity Based 
Structure and Topsides facilities. All of the Company's 
development activities are conducted jointly with the 
other owners. 


(b) Contributed surplus 


Appropriations received from the Government to fund 
the costs of the Hibernia Development Project are 
credited to contributed surplus. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


(c) Administrative costs 


The costs funded by CDIC in connection with the 
administration of the Company total $2,629 to date 
and have not been accrued as a liability or charged as 
an expense in these financial statements because the 
method of reimbursement of CDIC for those costs is 
contingent on certain future events which are 
uncertain. 


(d) Commercial production 


The Hibernia Development Project defines 
"commercial/production" to occur upon the production 
of the first three million barrels of crude oil from the 
project (CHHC's 8.5% interest is 255,000 barrels). 
Until commercial production is achieved the Company 
will capitalize all costs of production and 
transportation net of revenues as pre-production costs. 
Such pre-production costs are included as costs of the 
project and will be depleted together with other such 
costs on a unit of production basis. As at 

December 31, 1997 revenue net of operating costs, in 
the amount $827 has been capitalized. Upon 
commencement of commercial production, the 
Company will follow the full cost method of 
accounting. 


(e) Depletion and depreciation 


The costs of project facilities will be transferred to the 
depreciable pool as proved reserves are established. 
Development costs are similarly transferred to the 
depletable pool. Upon reaching commercial 
production these pools will be depreciated or depleted 
on a unit of production basis. The crude oil tanker will 
be depreciated on a unit of production basis using 
volumes transported over the estimated life of the 
Hibernia field. 


(f) Abandonment 


A provision for abandonment will be made on a unit 
of production basis commencing with commercial 
production. 


(g) Foreign currency translation 


Transactions of the Company that are denominated in 
foreign currencies are recorded in U.S. dollars at 
exchange rates in effect at the related transaction 
dates. Monetary assets and liabilities denominated in 
foreign currencies are adjusted to reflect exchange 
rates at the balance sheet date. 
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3. Crude oil tanker 


During 1995, the Company, together with one of the 
other participants, entered into agreements providing for 
the time charter and operations of a tanker for the 
transportation of oil from the project. The Company's share 
of annual fixed obligations is approximately $6,000. 
Payments commenced in November, 1997 for an initial 
term of ten years. The agreement provides for one five-year 
and five two-year extensions not to exceed twenty-five 
years. The time charter has been treated as a capital lease 
for accounting proposes. Accordingly, CHHC's 25.373% 
interest in the tanker has been capitalized and is presented 
on the balance sheet under capital assets. The long-term 
lease obligation represents the present value of the tanker 
time charter capital payments discounted at 14.5% over 20 
years. 


Royalty 


Under the Hibernia Royalty Agreement a gross royalty 
of 1% to 5% is payable until such time as cumulative net 
sales revenue exceeds CHHC’s investment in the project 
plus 15% compounded, from the date of the expenditure, 
per annum. Royalties following recovery of CHHC’s total 
investment including compounding will be 30%. 


Income taxes 


The Company has available resource-related deductions 
and non-capital losses which may be carried forward and 
used in the prescribed manner to reduce taxable income in 
future years. At December 31, 1997, resource-related 
deductions were approximately $438,300 and non-capital 
loss carryforwards and investment tax credits were $31,500 
and $50,000 respectively. 


Commitment and contingencies 


(a) During 1993, the Company acquired an 8.5% interest 
in the Hibernia Development Project. The Company's 
obligations, in connection with the acquisition, related 
only to project costs incurred after January 20, 1993. 
Costs of the Hibernia Development Project to the point 
of commercial production are expected to be 
approximately $5,819,000, before government 
assistance and are for production facilities only, 
exclusive of costs for drilling of wells and the Hibernia 
transportation system. The Company's 8.5% share is 
expected to be approximately $407,000. The 
Company's expenditures incurred after March 23, 1993 
do not qualify for government contributions or 
government guaranteed limited-recourse loans 
provided to the other owners of the project. 





APPENDIX 1—Concluded 
CANADA HIBERNIA HOLDING CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Concluded 


(b) The Company became a participant in the Hibernia 
Development Project effective from the day of the first 
billion dollars of charges to the Joint Account. The 
determination of the first billion dollars of charges to 
the Joint Account and required owner contributions 
involves interpretations for the treatment of charges, 
credits and government contributions under the 
Hibernia Owner Agreements. Matters of Interpretation 
have yet to be resolved between Gulf Canada 
Resources Limited and certain project owners. The 
outcome of these matters is presently not determinable 
and thus, the potential impact on the Company's 
required contributions to the project is presently not 
determinable. 


(c) The Company commenced legal action against other 
Hibernia owners and the Hibernia Management and 
Development Company Ltd. in January 1997. CHHC 
is seeking resolution in respect of transportation 
arrangements in place since February 1995. Extensive 
mediation has taken place resulting in an agreement 
which has been signed. CHHC will release all parties 
from the legal action when the Company is fully 
satisfied that all settlements are acceptable. 
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APPENDIX 2 
THERATRONICS INTERNATIONAL LIMITED 
AUDITORS’ REPORT TO THE SHAREHOLDER 


We have audited the balance sheet of Theratronics 
International Limited as at December 31, 1997 and the 
statements of earnings, retained earnings and changes in 
financial position for the year then ended. These financial 
statements are the responsibility of the company's 
management. Our responsibility is to express an opinion on 
these financial statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET AS AT DECEMBER 31, 1997 
(with comparative figures for 1996) 
(in thousands of dollars) 


In our opinion, these financial statements present fairly, in 
all material respects, the financial position of the company as 
at December 31, 1997 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, we report that, in 
our opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


We further report that, in our opinion, the transactions of the 
company that have come to our notice in the course of our 
examination of the financial statements have, in all significant 
respects been in accordance with Part X of the Financial 
Administration Act and regulations, the charter and by-laws of 
the company and any directives given to the company. 


KPMG 
Chartered Accountants 


Ottawa, Canada 
February 5, 1998 








ASSETS 1997 1996 





Current assets 








(CES th PAE or ce Ale ere 4,035 340 
ACCOUNTS FECCLVAD ICN ercreseenesseresecsecaccstrerss 7,388 5,021 
MAVENDLOTIES) (INOCE 2) mesrsessesesecte wees tec esensees 8,831 8,480 
PLE PAICeRPCUSESnamtyateranscerecsssetsvetcnnrrscer=s¢ 449 380 
20,703 14,221 

MBA italpASSELS: (NOLES) aece cen aaaasrecseasereaceeratess 4,518 3,964 
In-reactor cobalt inventory ...........:ceccessseeeeees 2,159 1,956 
27,380 20,141 


LIABILITIES AND SHAREHOLDER’S 
EQUITY 1997 1996 





Current liabilities 





Accounts payable and accrued liabilities... 10,976 9,684 
Advances and deferred revenue ................. pe 021 _ 4,431 
15,997 — 14,115 

Long-term liabilities (Note 4) ......ccceeeeeeees 1,279 1,507 


SHAREHOLDER'S EQUITY 





Share scapitali(NOteiO)tccsscsssseeesseetsee-eesacese 9,588 9,588 
Retained earnings (deficit) .............:.:c0000 516 (5,069) 
10,104 4,519 


Commitments (Note 10) rencescscecsesesco-cecece-ae 





27,380 20,141 














See accompanying notes to financial statements. 


On behalf of the Board: 


WARD PITFIELD 
Director 


BENITA WARMBOLD 
Director 
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APPENDIX 2—Continued 
THERATRONICS INTERNATIONAL LIMITED—Continued 






































STATEMENT OF EARNINGS STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1997 YEAR ENDED DECEMBER 31, 1997 
(with comparative figures for 1996) (with comparative figures for 1996) 
(in thousands of dollars) (in thousands of dollars) 
eee 
1997 1996 1997 1996 
Salestatcnsctrrcs terre cee cre devceanimatertaceneecs 43,467 36,402 Cash provided by (used in) 
Cost of 2000S SOLD rs: iv. srenctescccnnasssnernenenses 25,605 27,097 Operations 
an Bo: oe RR) Netiincome: (1OSS))-.c.scessessssesesseeesneneres 5,585 (2,506) 
2 
Vee ake Pepreeiaees Ate ARES & 1,043 909 
Operating expenses = 
Selling and marketing .........:.cceeeee 3,938 3,187 hogs aba 
ACiministiatl Onin ttaeeesrsteesserseaes 5,604 5,336 Change in non-cash operating 
Research and development.............006 ATE 3,288 working capital (Note 8)..........0. (1,108) 3,274 
Ney 11,811 5,520 1,677 
Netancomie (lOsS) ie ssesiscescre etc ete 5,585 (2,506) Financing 
See accompanying notes to financial statements. Decrease in long-term liabilities.......... (228) (89) 
Investments 
Net acquisition of capital assets .......... (1,597) (1,060) 
IMCTEASe An CASI vescsorsicesvseeestmarscteesanceabnee 3,695 528 
Cash (bank indebtedness), 
epinmin gy OP Yate serccceereerssetenseracerss 340 (188) 
GashwendiOh VCatenc mcstcsetercanespescsse sees 4,035 340 





See accompanying notes to financial statements. 


STATEMENT OF RETAINED EARNINGS 
YEAR ENDED DECEMBER 31, 1997 
(with comparative figures for 1996) 

(in thousands of dollars) 











1997 1996 
Deficit, beginning Of year..........ees (5,069) (2,563) 
NetinGOmie (LOSS) fievcerceceessnnsanctsenseonecasnass 5,585 (2,506) 





Retained earnings (deficit), 
CNG OH VGar, core te erae cs acenecnertearescters 516 (5,069) 


See accompanying notes to financial statements. 








Canada Development Investment Corporation 


APPENDIX 2—Continued 
THERATRONICS INTERNATIONAL LIMITED—Continued 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997 
(in thousands of dollars) 


Theratronics International Limited ("Theratronics") is 
incorporated under the Canada Business Corporations Act 
and is subject to the Financial Administration Act. The 
primary business of Theratronics is the manufacture, sales 
and service of radiotherapy and related equipment to 
hospitals and medical institutions around the world. 


Theratronics was incorporated initially as a wholly- 
owned subsidiary of Atomic Energy of Canada Limited 
("AECL"). The Minister of State for Privatization 
announced in 1988 the government’s intention to sell the 
Company to the private sector. The Government confirmed 
it’s intention to sell the company in the March 1996 Federal 
budget. 


Assets and liabilities were transferred from AECL to the 
Company in exchange for 10,000 common shares. Since 
the transaction occurred between companies under 
common control, a value of $9,588 was assigned to capital 
stock for accounting purposes representing the net book 
value of the assets and liabilities transferred. The effective 
date of these transactions was July 1, 1988. As of 
September 30, 1988, all of the outstanding common shares 
were sold to Canada Development Investment Corporation 
("CDIC"). No assessment of the potential impact of 
privatization has been made or reflected in the financial 
statements. 


Significant accounting policies 
(a) Capital assets 


Capital assets are initially recorded at cost and 
depreciated on a straight-line basis over the estimated 
useful life of the underlying assets, as follows: 


Asset Basis 
Site service 5 to 15 years 
Building 20 years 
Machinery, equipment and 

leased equipment 3 to 10 years 


(b) Inventories 


Finished goods inventories including service 
inventories are valued at the lower of cost and 
estimated net realizable value. Raw materials, work in 
process, and cobalt 60 are valued at the lower of cost 
and replacement cost. Cost is primarily determined on 
a standard cost basis and includes material, labour and 
manufacturing overhead where applicable. 
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(c) In-reactor cobalt inventory 


In-reactor cobalt inventory represents primarily 
payments for irradiation services performed by AECL 
to produce cobalt 60. The amounts classified as long 
term will not be consumed within the next fiscal year. 


(d) Pension plan 


Employees are covered by the Public Service 
Superannuation Plan administered by the Government 
of Canada. The Company’s contributions to the plan 
are limited to matching the employees’ contributions 
on account of current service and past service buy 
back limited to federal government services. These 
payments are charged to income on a current basis and 
represent the total pension obligations of the 
Company. 


(e) Employee termination benefits 


Employees are entitled to specific termination benefits 
defined under collective agreements and conditions of 
employment. The charge to income and the liability 
are recognized in the accounts based on certain criteria 
as to retirements and terminations. 


(f) Warranty provision 


A provision is recorded for estimated warranty costs at 
the time of product sale. 


(g) Revenue recognition 


Revenue from the sale of radiotherapy units, software 
and related equipment is generally recognized upon 
shipment. Revenue from field services is recognized at 
the time services are rendered. Revenue from service 
contracts 1s recognized on a straight-line basis over the 
term of the contract. 


(h) Foreign currency 


Assets and liabilities denominated in currencies other 
than Canadian dollars are translated at exchange rates 
in effect at the balance sheet date. Revenue and 
expense items are translated at the monthly average 
rates of exchange during the year. Translation gains or 
losses are included in the determination of earnings. 








APPENDIX 2—Continued 
THERATRONICS INTERNATIONAL LIMITED—Continued 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


Gains and losses on forward exchange contracts used 
to manage foreign currency exposures on export sales 
are recognized in earnings in the same period as the 
foreign currency revenues to which they relate. 


The company has one manufacturing equipment capital 
lease. The lease requires an interest payment of 9.6% and 
expires in 1999. Future minimum payments, by year and in 
aggregate, consists of the following at December 31, 1997. 











ay Inventories ee acncnscccccevsccsusccsccsseccceccccsacssnscsssssssensssesasensssenssessenee ene 
TOO eran eer tarestecescet ert rece tetoctetee=aceiae dence sernmearuancsoncr 
ez : se Total minimum lease payMeNts............-eseeeeeseeeeeees 282 
Amounts representing interest............ : (24) 
Service MVENLOTY:..............s0r0ser----- 473 838 P ee eee ie 
Cobalt GO aw eee ae 2,477 2,426 Hee ee ey tener ae 
Manifacenrin PAYIMENES -..ce-.-esecvseracssaronensnccseesticerncsnoesronssbotwenenaes 258 
ies é Less current portion included in accounts 
Finished! SO0dS)cccsr-ccsatresccscrsncr 1,046 ST, bie and 4 liabiliti (135 
RG mR ee 2.217 1,998 payable and accrued liabilities.............:s:seseeeereees ) 
Work-in-Pprocess.........:cceeeeeeeee 2,618 2,061 123 
8,831 8,480 


5. Financial instruments 


ea (a) Foreign exchange risk management 











1997 1996 é : 
The company has entered into forward foreign 
Ne ng exchange contracts to hedge its foreign currency 
Accumulated book book 35 i cales (Th erecterobl 
Cost depreciation value value exposure on certain export sales. The contracts oblige 
= = the Company to sell U.S. dollars in the future at 
rd ee eee 69 69 69 predetermined exchange rates. The contracts are 
Site service... 1,281 797 484 575 matched with anticipated future U.S. dollar sales. At 
Building -........-ses-- 3,767 3,274 493 321 December 31, 1997 the Company had entered into 
Machinery and contracts to sell U.S. $5,500 in the next eight months 
equipment ............. 9,554 6,938 2,616 1,990 h f $1.37 
Equinment leased at an average exchange rate of $1.37. 
to customefrs.......... 712 289 423 S12 ees 
Equipment under (b) Credit risk 
1 S@isciserese 4 2 - - ; é 
coptallerss gos ene eld ail The Company is exposed to credit related losses in the 
16,024 11,506 4,518 3,964 


event of default by customers and non-performance by 
counterparties to financial instruments. Credit 
exposure is minimized by dealing with only 
creditworthy customers and counterparties or by 
obtaining insurance or letters of credit in accordance 
with established credit approval policies. 








Cost and accumulated depreciation were $14,799 and 
$10,835 respectively at December 31, 1996. 


4. Long term liabilities 
(c) Fair values 











1997 1996 
The carrying values of cash, accounts receivable, bank 
Capital leasec ies..c.ccscssesneacersrsseesncnccsney 123 258 : ees ee 
ie indebtedness, accounts payable and accrued liabilities 
Employee termination benefits........... 1,056 931 ; : : 
Teteacd Teves eee 100 318 approximate their fair value due to the relatively short 
aa ror periods to maturity of these instruments. 








The fair value of the capital lease is determined by 
discounting the future contracted cash flows under the 
lease at current interest rates available to the Company 
for the same of similar instruments. As December 31, 
1997, the carrying value of the capital lease 
approximates its fair value. 
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APPENDIX 2—Concluded 
THERATRONICS INTERNATIONAL LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Concluded 


It is not practical to determine the fair value of the 
long-term liability for employee termination benefits 
as the timing of the payments is dependent on future 
events. 


The Company has letters of guarantee totalling $661 
($676 in 1996) relating to performance guarantees in 
specific sales agreements. The letters of guarantee will 
fully expire on December 3, 1998. The Company has 
accrued $182 ($364 in 1996) in the year for these 
guarantees. It is not practical to determine the fair 
value of these letters of guarantee as there is no market 
for the guarantees and they were issued without 
explicit cost. 


The fair value of the forward exchange contracts at 
December 31, 1997 was an unrealized loss of $289 
and reflects the amounts the Company would pay on 
termination of the contracts at the balance sheet date at 
an average rate of $1.42. 


6. Share capital 


The authorized share capital of the Company consists of 
an unlimited number of no par value common shares with 
issued and outstanding shares totalling 10,000. 


7. Income taxes 


As a wholly-owned subsidiary of a Federal Crown 
Corporation, the Company is not subject to provincial 
income taxes. 


The Company’s expected income tax rate is the net 
Federal statutory rate (including surtax) of 39.12% less the 
applicable manufacturing and processing deduction of 7%. 
The 1997 effective tax rate is nil due to the utilization by 
the corporation of previously unrecognized losses and 
investment tax credits. The 1996 effective tax rate was nil 
due to the loss realized in the year. 


The Company has non capital loss carryforwards for 
income tax purposes of Nil ($3,880 in 1996) and net capital 
loss carryforwards of $2,448 ($2,448 in 1996) available to 
offset taxable capital gains indefinitely. In addition, the 
Company has differences between the tax and accounting 
values of its assets for which future deductions are 
available in the amount of $10,254 ($8,988 in 1996). Of 
this amount, $3,162 ($3,248 in 1996) relate to the assets of 
the Company at the date it became subject to income taxes. 


The Company has unused investment tax credits of 
$450 ($900 in 1996) available to reduce taxes payable up 
to 2004. 
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8. 


Operating working capital 


The changes in non-cash operating working capital are 
comprised of: 


1997 1996 
AGCOUNUSMECENVAD lek er nee eerer (2,367) 2,090 
IMVEDLOM eS teeter een eee (554) 1,041 
Prepaidiexpensessersss enters tes (69) (78) 
Accounts payable and 
accmieduiabilitiesiee..c.aceccseseses 1,292 1,784 
Advances and deferred 
ME VET Coe eceeeestn se naccny cocteseesaeerens 590 (1,563) 
(1,108) 3,274 


Related party transactions 


AECL provides irradiation services to the Company in 
the normal course of operations. Total purchases of 
irradiation services in the year were $1,899 ($1,688 in 
1996) measured at the contracted amount. At December 31, 
1997, $297 ($370 in 1996) of these purchases were 
included in accounts payable. 


. Commitment 


The Company has a commitment, estimated at 
approximately $16,500 to purchase cobalt 60 from AECL 
produced at its Chalk River nuclear laboratory to the year 
2008. 


. Sales Agents remuneration 


During the year ended December 31, 1997 the Company 
has made payments totalling $2,608 to the following 
agents: Alatan Teknologi, Malaysia; Alkan Establishment, 
Egypt; Aristons, PVT, Sri Lanka; Birla Medical 
Technologies, India; Bureautique Communication, Algeria; 
CIS (U.K.), United Kingdom; CIS Germany, Germany; 
Dac Imaging, South Africa; Dynamotors, Mauritius; Edson 
Costa, Brazil; Gemed Sistemos, Venezuela; General 
Electronica Genelectric, Ecuador; General Machinery, 
Chile; General Medica, Colombia; Hamco Commercial, 
Peru; Institute of Isotopes, Hungary; Izinta Trading, 
Hungary; Mysore Kirloskar Ltd., India; Lactronics S.A., 
Brazil; Mr. Hari Lakshmanan, India; Medikal Teknik, 
Turkey; Meditron A.S. de C.V., El Salvador; Med X-Ray, 
South Africa; Nairobi X-Ray, Kenya; NCA 
Electromedicina, Spain; Parksons International, India; 
Promed S.A., Republic of Panama; Radcons Pty., 
Australia; Rimpex S.A.R.L., Tunisia; RTA Spolka, Poland. 











CANADA LANDS COMPANY LIMITED 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
REPORTING 


The consolidated financial statements of Canada Lands 
Company Limited have been prepared by management of the 
Corporation in accordance with generally accepted accounting 
principles. 


Management maintains financial and management reporting 
systems which include appropriate controls to provide 
reasonable assurance that the Corporation’s assets are 
safeguarded, to facilitate the preparation of relevant, reliable 
and timely financial information and to ensure that transactions 
are in accordance with Part X of the Financial Administration 
Act and regulations, the Canada Business Corporations Act 
and the articles and the by-laws of the Corporation. 


Where necessary, management uses judgement to make 
estimates required to ensure fair and consistent presentation of 
this information. 


The Board of Directors is composed of five directors, none 
of whom are employees of the Corporation. The Board of 
Directors has the responsibility to review and approve the 
financial statements, as well as overseeing management’s 
performance of its financial reporting responsibilities. An 
Audit Committee appointed by the Board of Directors of the 
Corporation has reviewed these statements with management 
and the auditor and has reported to the Board of Directors. The 
Board of Directors has approved the financial statements. 


The auditor is responsible for auditing the financial 
statements and has issued a report thereon. 


All other financial and operating data included in the annual 
report are consistent, where appropriate, with information 
contained in the financial statements. 


E. Buchholz 
President and Chief Executive Officer 


B. E. Richardson 
Vice President, Chief Financial Officer 


AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS AND GOVERNMENT 
SERVICES 


[ have audited the consolidated balance sheet of Canada 
Lands Company Limited as at 31 March 1998 and the 
consolidated statements of income and retained earnings and 
changes in financial position for the year then ended. These 
financial statements are the responsibility of the Corporation's 
management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position of 
the Corporation as at 31 March 1998 and the results of its 
operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting 
principles. As required by the Financial Administration Act, 1 
report that, in my opinion, these principles have been applied 
on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
and of its wholly-owned subsidiaries that have come to my 
notice during my audit of the consolidated financial statements 
have, in all significant respects, been in accordance with Part x 
of the Financial Administration Act and regulations, the 
Canada Business Corporations Act and the articles and the by- 
laws of the Corporation and its wholly-owned subsidiaries. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 15, 1998 
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CONSOLIDATED BALANCE SHEET AS AT MARCH 31 


(in thousands of dollars) 











ASSETS 1998 
Properties 
Income producing properties (Note 3)..... 137,745 
Properties under development (Note 3)... 61,036 
Land held for development or sale .......... 64,016 
___ 262,797 
Other assets 
Cash and short-term deposits .............00. 52,057 
Amounts receivable (Note 4) .............006 100,993 
Prepaid expensesiand! otheti.. --e- 2,385 
155,435 
418,232 


1997 


170,370 
17,607 
124,679 





312,656 


20,491 
64,725 





91,128 


403,784 


po12 


LIABILITIES AND SHAREHOLDER’’S 
EQUITY 


Liabilities 
Mortgages payable (Note 5) ...........::c0c00000 
Notes payable to the Federal 
Government (NOtG6) rey ccessscestescessssensens 
Bankgndebtednessin scien: ccs fetccsercereees 
Accounts payable and acerued liabilities 
WINOCEMO) a ercercrccesccssutrtncsiqueaceeesenccoces 
Prepaid rents andi deposits scccsssescesvesecceoee-s 


SHAREHOLDER'S EQUITY 


Capitallstocks(INote/S)cr.saeseseseerearcne et 
Contributed surplus (Note 8).... 
Retaimedieanimini ss caneens cam eenneree se gees 





Commitments and subsequent events 
(NG@LeSES 21 OTA yee apie cm ietecty oes raceeae cease 


218,317 
24,190 


242,507 


418,232 


1997 


37,057 


37,100 
711 


78,023 
1,270 


154,161 


238,717 
10,906 


249,623 


403,784 





See accompanying notes to consolidated financial statements. 


On behalf of the Board: 


JON K. GRANT 
Chairman of the Board 


CHARLES PELLETIER 
Chartered Accountant 
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CONSOLIDATED STATEMENT OF INCOME 


AND RETAINED EARNINGS 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 






























1998 1997 
Revenues 
Property Sales ......sscsccesseeeesecessereeseneeseneeses 133,956 142,765 
LES BUPA heer ere cene-ccocaecderpadsenou ecereroaconrceacooecs 33,461 43,072 
Attractions, food and beverage .............. 5,937 36,080 
Interest and other (Note 10) ...........:0++ 14,071 7,254 
187,425 229,171 
Expenses 
Cost of property Sales ........::esseseseseeesees 114,510 106,623 
Provision for diminution in 
Walle OMASSELS tere essrecrereeea neestererenceee 1,500 15,586 
Rental operating costs 21,345 30,227 
Attractions, food and beverage 
GOSS ecpeera te neces ence cre reicvaseeracansan 3,406 23,210 
Interest and other financing 
GOSLSIUNO LETS) neemeneeteererretsnetrerse ernen= 3,885 4,733 
General and administrative ..........:::++ 13,364 15,083 
Depreciation .....:s.ssecsssessessereeecesseesssserenes 5,984 8,718 
Other ese eres cosctseceerescomnrrarse 1,236 4,771 
165,230 208,95 1 
InCome DeLOre ta kecceacccesnceccscesecesaseneceseascerss 22,195 20,220 
Income tax (INOtE GO) ersscesss-ceeeecemecneesreess 8,911 9,829 
INGEIHOOIIG meereee treme reer et crraesnanrs 13,284 10,391 
Retained earnings, 
beginning Of year...........csccecesversneeers 10,906 515 
Retained earnings, end of year... 24,190 10,906 





See accompanying notes to consolidated financial statements. 





CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 

FOR THE YEAR ENDED MARCH 31 

(in thousands of dollars) 



































1998 1997 
Operating activities 
INefincGo mere ert cescaerenvet naseoeateeseeerees 13,284 10,391 
Recovery of real estate costs 
OM Saleeseeseneeeeeseese eee ceceeaues hracceeses 114,510 106,623 
Provision for diminution 
iOhvaAlue OL ASSCtSrcesree-cssceancnenteences= 1,500 15,586 
Expenditures On properties ..........0s.000 (53,120) (47,385) 
Deprectationee neces ere: 5,984 8,718 
Deferred 1ncOmMe taX......c.+------ssesnneeeenese 1,390 (431) 
OtheriexpenSes sicens-.erencercorexenenesseeneeere 3,161 
83,548 96,663 
Net change in operating assets 
ANG ADIESeeeeces-ccenenevescacesestecnesse (30,727) (31,303) 
Cash provided by operating 
ACUIVALIES teemeeteneerers=cmeeaks ce seaennenennene-Petce 52,821 65,360 
Financing activities | 
Mortsages payable rasesccmiesses eee: (144) (23,134) | 
Notes payable to the Federal 
Government (Note 12).........:::c0000 18,700 37,100 
Reduction of capital stock 
(NOte38) resectees amereeeseaeeen cornea (20,400) (10,900) 
Amount payable on acquisitions .......... 4,601 
Cash provided by (applied to) 
FINANCING ACLIVILIES ..........:cesercereeneneseees (1,844) 7,667 
Investment activities 
Acquisitions (Note 12).........sesseseesee (18,700) (55,250) 
Expenditures on property held 
FOL MMVESTIMETU sp reieseseeeesaesctrece-2->eanee (6,460) 
Cash applied to investment activities ....... (18,700) (61,710) 
TNGTEASE IMICAS I ceees.eseasccesnenconsseerateamaeaee S32 ELH EST 
Cash, DEeCiNMINS Ob yeatrncrsieereencncee-= 19,780 8,463 
Cashwendion yeatwernestecsertenccercere sete 52,057 19,780 





Cash includes cash and short-term deposits and is net of bank indebtedness. 
See accompanying notes to consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL 
STATEMENTS 


1. Authority and activities of the corporation (iii) The accounts of the Corporation’s other non- 


Canada Lands Company Limited, a non-agent Crown 
corporation, originally named Public Works Lands 
Company Limited, was incorporated under the Companies 
Act in 1956 and was continued under the Canada Business 
Corporations Act. It was added to Schedule C to the 
Financial Administration Act in 1979 and listed as a parent 
Crown corporation in 1984 in Part I of Schedule III to the 
Financial Administration Act. 


The Corporation has full power to acquire, manage, 
improve, sell or otherwise deal in or dispose of real or 
personal property or any interest therein. 


As a consequence of the CN Commercialization Act in 1995, 
the Corporation acquired effective August 31, 1995 all the 
shares of Canada Lands Company CLC Limited (“CLC”) 
and CN Tower Limited (““CNTL’”). Prior to that date, the 
Corporation was inactive and had only nominal assets and 
share capital. CNTL was amalgamated with CLC effective 
December 1, 1997. 


CLC’s objective is principally to carry out a 
commercially-oriented and orderly disposal program of 
certain Federal Government real properties and the 
management of certain select properties. In undertaking 
this objective, CLC may manage, develop and dispose of 
real properties, either in the capacity of owner or as agent 
for the Federal Government. It is anticipated that the 
disposal program will be completed over a number of 
years. 


Summary of significant accounting policies 
(a) General 


The consolidated financial statements are prepared in 
accordance with generally accepted accounting 
principles. With respect to real estate activities, the 
Corporation’s accounting policies and standards of 
financial disclosure are also substantially in 
accordance with the recommendations of the Canadian 
Institute of Public Real Estate Companies, of which 
the Corporation is an associate member. 


(b) Consolidation 


(i) The Corporation consolidates the accounts of its 
principal wholly-owned subsidiary, CLC. 


(ii) The consolidated financial statements also include 
the Corporation’s proportionate share of all 
incorporated and unincorporated joint ventures in 
which the Corporation has an interest, to the 
extent of the Corporation’s interest in their 
respective assets, liabilities, revenues, expenses 
and cash flows. 


principal subsidiaries are excluded from 
consolidation because the Corporation does not 
have continuing power to determine their 
strategic operating, investing and financing 
policies. These non-consolidated subsidiaries are 
Canada Lands Company (Vieux-Port de Québec) 
Inc. and Old Port of Montréal Corporation Inc. 


The Corporation has one additional subsidiary, 
3148131 Canada Limited, which is presently 
inactive. 


(c) Income recognition 
The Corporation recognizes income as follows: 
(1) Property sales 


When the Corporation has fulfilled all material 
conditions and received a down payment that is 
appropriate in the circumstances having regard to 
the financial resources of the purchaser. 


(11) Income producing properties under development 


When break-even cash flow after debt service is 
achieved but not later than one year after 
substantial completion. 


(d) Properties 


(i) Income producing properties are carried at the 
lower of cost less accumulated depreciation and 
net recoverable amount or, if intended for 
disposition, at the lower of cost less accumulated 
depreciation and net realizable value. 


(ii) Properties under development and land held for 
development or sale are carried at the lower of 
cost and net realizable value. 


(iii) Prior to sale, the Corporation capitalizes all direct 
deferred selling costs related to the properties. 


(iv) When significant interest costs are incurred 
related to development activities, the Corporation 
capitalizes such costs to properties. 


(e) Depreciation 


Depreciation is calculated on the straight-line method 
using rates based on the estimated remaining useful 
lives of the assets, which range from 5 to 40 years. 








NOTES TO CONSOLIDATED FINANCIAL 
STATEMENTS—Continued 


(f) Asset valuation 


In determining estimates of net realizable values and 
fair market values for its properties, the Corporation 
relies on assumptions regarding applicable industry 
performance and prospects, as well as general business 
and economic conditions that prevail and are expected 
to prevail. Assumptions underlying asset valuations 
are limited by the availability of reliable comparable 
data and the uncertainty of predictions concerning 
future events. 


The Corporation’s properties are subject to various 
government laws and regulations relating to the 
protection of the environment. The Corporation has 
made, and expects to make in the future, expenditures 
to comply with such laws and regulations. Where 
estimated costs are reasonably determinable, the 
Corporation considers such costs in arriving at 
estimates of fair market value of its properties, based 
on management’s estimate of such costs. Such 
estimates are, however, subject to change based on 
agreements with regulatory authorities, changes in 
laws and regulations, the ultimate use of the property, 
and as new information becomes available. 


Due to the assumptions which must be made in 
arriving at estimates of fair market value, such 
estimates, by nature, are subjective and do not 
necessarily result in a precise determination of asset 
value. 


3. Properties 
(a) Income producing properties 


The Corporation’s income producing properties 
consist of the CN Tower, office, industrial and mixed- 
use buildings. 


1998 1997 





(in thousands of dollars) 








|DE Yi ts | eeeercockcesmeccseacen no cena 24,980 38,036 
Bua ime Stan teeeree sere st terieeree seca 128,887 143,714 
153,867 181,750 
Accumulated depreciation ....... 16,122 11,380 
137,745 170,370 


(b) Properties under development 


Properties under development consist of industrial 
office projects under construction, and commercial, 
residential and industrial lands currently being 








developed. 
1998 1997 
Gn thousands of dollars) 
Income producing properties ... PE ANIA®) 1,495 
Doan dives seesticutesceyeescosesvoniaransccri 58,866 16,112 
61,036 ; 17,607 
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Capital commitments at March 31, 1998 total 
$6,939,000 (1997—$4, 165,000). 


4. Amounts receivable 


Amounts receivable are comprised as follows: 


1998 1997 





(in thousands of dollars) 


Assignment of rents 





TECEUVAD IE cecconesceerss sdasssensseeeess 35,062 35,067 

Mortgages and secured notes 
TECELVAD le seecysese-cnssseracsupetrsere 52,653 20,991 
Trade receivables .............:cc-..0 13,278 8,667 
100,993 64,725 








(a) The Corporation has a receivable under an assignment 
agreement in respect of rents receivable, which entitles 
it to receive rental income during the period ending 
2013. At March 31, 1998, the assignment of rents 
receivable in the amount of $35 million reflects the 
estimated payments to be received during the term of 
the agreement, less imputed interest, as follows: 


(in thousands 
of dollars) 


Years ending March 31 
4,570 
4,615 
4,758 
4,897 
5,040 
65,710 


89,590 





Less amounts representing 
Inputed MtSLESt........2...-cececeeneesonsenseeses 54,528 


35,062 


(b) Mortgages and secured notes receivable bear interest 
at various fixed rates ranging from 4.5% to 8.0% 
(1997—4.5% to 8%), and are repayable as follows: 


(in thousands 
of dollars) 





Years ending March 31 
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NOTES TO CONSOLIDATED FINANCIAL 
STATEMENTS—Continued 


Mortgages payable are secured by two of the 
Corporation’s properties, and have a maturity schedule as 
follows: 


(in thousands 





5. Mortgages payable (d) Trade receivables approximate fair value due to the 


short-term nature of these financial instruments. 


(e) Mortgages payable have a fair value at March 31, 1998 
of $44,000,000 (1997—$43,000,000). 


(f) Notes payable to the Federal Government approximate 








ot dol) fair value based on discounted cash flow. 
Years ending March 31 ; 
he saci A anaemia aad te AMA 157 (g) Accounts payable and accrued liabilities approximate 
OOO eeerre mire era Neem ie Mire, Recs: 170 fair value due to their short-term nature or based on 
2 eee sterar cies Descates etaacscecirt i itecanvoresausenooceteres 184 discounted cash flow, as appropriate. 
POD Sct eaas. aulcns steve sauces tetaeiwss vedasenasaceseseoecs 200 
2) Os rartraten ca etn cece ton reser het ee 6,202 me Capital stock and contributed surplus 
STOSE QUENT VARS: veneer setere te ee me eran atae eee 30,000 
36.913 The Corporation is authorized to issue three shares 
which shall only be transferred to a person approved by the 
Minister of Public Works and Government Services. The 
Interest incurred on mortgages payable amounted three authorized shares have been issued in consideration 
to $3,885,000 (1997—$4,649,000) for the year ended of services rendered and are held in trust for Her Majesty 
March 31, 1998, and is payable at a weighted annual in right of Canada by the Minister of Public Works and 
average rate of 10.38% (1997—10.38%). Government Services. Nominal value has been ascribed to 
the three issued shares of the Corporation. 
Notes payable to the federal government ; ; 
During the year ended March 31, 1998, in accordance 
The notes payable are non-interest bearing and with the Canada Business Corporations Act, the 
repayable from the proceeds of the sale of the real estate Corporation transferred $20.4 million (1997— 
properties in respect of which the notes $10.9 million) of its contributed surplus to capital stock 
were issued. and subsequently reduced its capital stock by this amount 
<a ar by payment to the Shareholder. 
Based on the anticipated timing of the sale of the real pee 
estate properties, principal repayments are estimated to be 9. Income tax 
due as follows: pate ge 7. 
The Corporation’s income tax expense differs from the 
(in thousands expected income tax expense using the combined Federal 
pahdies) and Provincial rate, as follows: 
Years ending March 31 
OES ck TT maT nn 13,100 __ 1998 1997 © 
DO ye reeceercstac aces cascacecta wer sco Sccsnvesse:eeiesoacs 18,900 (in thousands of dollars) 
D (NOs eiereeseaeceea Us soeewesteste vedere cteeesessevratatwers 8,900 Combined fem and 
AUD corse eanpecateerstevcrrctsee gene enter eanters 7,400 a 
TER 5 ae en, Seer Se 4,400 eke eee eee eee 
SHDSECUCKiny Cals une terse reer 3,100 Expected income tax expense... 9,961 Ome 
S22 is Effect of non-taxable 
ene Gapitallpainsieeesevree-secevreeeeeees Ce 2) (593) 
Large corporations tax............... 590 524 
OUST secratccsvacteccsesstiters.covasoetess 81 787 
Financial instruments Actual income tax expense........ 8,911 9,829 
(a) Cash and short-term deposits approximate fair 
value due to the short-term nature of these financial ioe: : 
10. Other liabilities and commitments 


instruments. Short-term deposits are invested 
periodically at current market rates. 


(b) Assignment of rents receivable approximates fair value 
based on discounted cash flow. Payment is dependent 
upon the cash flow of certain real estate leased to a 
single party. 


(c) Mortgages and secured notes receivable approximate 
fair value based on discounted cash flow. 


fe: Canada Lands Company Limited 


(a) The Corporation has a commitment under an income 
deficiency agreement whereby the Corporation is 
obligated to fund up to a maximum of approximately 
$13 million annually. The agreement expires in 2083, 
subject to earlier termination in 2009 under certain 
circumstances. The Corporation’s estimate of this 
obligation, which is based on assumptions regarding 
future events and economic circumstances, is included 
in accounts payable and accrued liabilities. The annual 
change in the obligation is included in interest and 
other revenues. 








NOTES TO CONSOLIDATED FINANCIAL 
STATEMENTS—Concluded 


Wile 


(b) The Corporation has entered into commitments under 
operating leases for land and office premises for terms 
up to 92 years, with minimum lease payments as 
follows: 


(in thousands 
of dollars) 


Years ending March 31 





(Oe Ee pr earccec caceececee naa nas cornu Se enna ious 
IK OL0) sate epee Aree snenccentoser Lenaenooeceommassocct 1,281 
PANO) crerncesarceceaouccbchcooras carbanoce-cauecissa6ca9 1,084 
PRO OPT es pepopeccexchcon reco. puonorecoo iS OOrreeo 474 
DX SNe pp oes cee so -P one oR OCRCHNT OSCE CSE BONE 268 
Subsequent years ........scsccseesesseeesssseseseees 16,871 

DN 


(c) Letters of credit totalling $4,153,000 (1997— 
$5,829,000) were outstanding at March 31, 1998. 


Joint ventures 


The following amounts included in the consolidated 
financial statements represent the Corporation’s 
proportionate share in joint ventures: 


1998 1997 





(in thousands of dollars) 


48,831 
40,261 


PASSE LS tesesercccentcees ccrssvececesreaevaverestsnasens 
[etabilitiesteamecsscsrenceerssreasecsestien cass 
REVENUES cee ccscurneersssacceascastawesvereeseveses 16,938 49,602 
EXPOMSES ee eccauesrnes-nccesretemasnevesceceozons 16,335 47,733 
|bafelay £0 oi os eeoerecceroccace encom rare eOcaareeRC 603 1,869 
Cash provided by operating 

ACTIVE Siitetorceee ce tccettnevctacewen stones 4,909 
Cash applied to financing activities... (145) 


aos022 
41,069 


21,461 
(23,134) 


The Corporation is contingently liable for obligations of 
its associates in such joint ventures. In each case, all of the 
assets of the joint venture are available for the purpose of 
satisfying such obligations. 


. Related party transactions 


The Corporation is related in terms of common 
ownership to all Government of Canada departments, 
agencies and Crown corporations. The Corporation enters 
into transactions with these entities in the normal course of 
business. 


During the year ended March 31, 1997, CLC acquired 
an interest in five real estate properties from a Government 
of Canada department and a Crown corporation for an 
aggregate purchase price of $55.25 million. Consideration 
for these assets acquired was the issuance of promissory 
notes payable to the Federal Government in the amount of 
$37.1 million (Note 6) and an amount payable to a Crown 
corporation of $18.15 million. 
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14. 


During the year ended March 31, 1998, CLC acquired 
real estate properties from a Government of Canada 
department for consideration of the issuance of a 
promissory note payable to the Federal Government 
recorded at a discounted amount of $18.7 million 
(Note 6). 


The Corporation receives audit services without charge 
from the Office of the Auditor General of Canada. 


_ Information on non-consolidated subsidiary companies 


Canada Lands Company (Vieux-Port de Québec) Inc. 
ceased operations effective March 31, 1988 and was 
dissolved on April 20, 1998. 


Old Port of Montréal Inc. promotes the development of 
the lands of the Old Port of Montréal and develops, 
administers, manages and maintains Crown property in that 
location. As at March 31, 1997, this corporation, in 
thousands of dollars, had assets of $1,430, liabilities of 
$1,427 and equity of Canada of $3, with revenue of $8,288 
and excess of operating expenditures over revenue of 
$3,244 for the year then ended. 


Subsequent event 


On April 21, 1998, the Corporation signed an agreement 
to purchase properties from a Crown corporation fora 
purchase price of $75.9 million. Consideration for the 
purchase will be the issuance of notes payable to the 
Crown corporation. 


. Comparative figures 


Certain of the comparative figures have been 
reclassified to conform with the presentation adopted in the 
current year. 





Canada Lands Company Limited 





APPENDIX 1 
CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC. 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1998 
WERE NOT AVAILABLE AT DATE OF PRINTING 


Canada Lands Company Limited 





CANADA MORTGAGE AND HOUSING CORPORATION 


MANAGEMENT?’S RESPONSIBILITY FOR 
FINANCIAL REPORTING 


CMHC management is responsible for establishing and 
maintaining a system of books, records, internal controls and 
management practices to provide reasonable assurance that: 
reliable financial information is produced; the assets of the 
Corporation are safeguarded and controlled; the transactions of 
the Corporation are in accordance with the relevant legislation, 
regulations and by-laws of the Corporation; the resources of 
the Corporation are managed efficiently and economically; and 
the operations of the Corporation are carried out effectively. 


Management is also responsible for the integrity and 
objectivity of the financial statements of the Corporation. The 
accompanying financial statements for the year ended 
December 31, 1997 were prepared in accordance with 
generally accepted accounting principles in Canada. The 
financial information contained elsewhere in this report is 
consistent with that in the financial statements. 


The Board of Directors is responsible for ensuring that 
management fulfils its responsibilities for financial reporting 
and internal control. The Board exercises its responsibilities 
through the Audit Committee, which includes a majority of 
members who are not officers of the Corporation. The 
Committee meets from time to time with management, internal 
audit staff, and independent external auditors to review the 
manner in which these groups are performing their 
responsibilities and to discuss auditing, internal controls and 
other relevant financial matters. The Audit Committee has 
reviewed the financial statements with the external auditors 
and has submitted its report to the Board of Directors which 
has approved the financial statements. 


The financial statements have been audited by the joint 
external auditors, Jacques Champagne, CA, of the firm 
Mallette Maheu, and L. Denis Desautels, FCA, Auditor 
General of Canada. Their report offers an independent opinion 
on the financial statements to the Minister of Public Works and 
Government Services. 


Marc Rochon 
President and Chief Executive Officer 


Karen A. Kinsley 
Vice-President 
Corporate Services and Chief Financial Officer 


AUDITORS’ REPORT 


TO THE MINISTER OF PUBLIC WORKS 
AND GOVERNMENT SERVICES 


We have audited the balance sheets of the Canada Mortgage 
and Housing Corporation for the Corporate Account and the 
Insurance and Guarantee Funds as at December 31, 1997, and 
the related statements of operations and reserve fund, 
operations and surplus (deficit), and changes in financial 
position, and the Minister’s Account statement of expenses and 
recoveries for the year then ended. These financial statements 
are the responsibility of the Corporation’s management. Our 
responsibility is to express an opinion on these financial 
statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at December 31, 1997 and the results of its operations and 
the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, we report that, in 
our opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation 
that have come to our notice during our audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Canada Mortgage and Housing Corporation 
Act, the National Housing Act and the by-laws of the 
Corporation. 


The financial statements for the year ended December 31, 1995 
were reported on by other joint auditors. 


Jacques Champagne, CA 
Mallette Maheu 

General Partnership 

Associated with Arthur Andersen 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
March 4, 1998 





Canada Mortgage and Housing Corporation 


CORPORATE ACCOUNT 


BALANCE SHEET AS AT DECEMBER 31 
(in millions of dollars) 




















ASSETS 1997 1996 LIABILITIES 1997 1996 
Loans and investments (Note 3) ..............6. 15,455 14,155 Borrowings from the Government 
Cash and short-term investments.................. 529 228 oni@anadal (NOE: 7.) eece-astseeesecere nce ees eaae 6,834 7,094 
Deferred recoveries from the Minister.......... 176 253 Capital market borrowings (Note 7)............ 9.273 13573 
Due from the Minister (Note 4)....0...... 187 278 Obligation under capital lease (Note 8) ....... 31 33 
Assets under capital lease (Note 5).............. 25 27) Accounts payable and accrued liabilities 
Business premises and equipment (Note 6).. 35 34 (NOL) creates ee ss ese eee wemecan ceases 363 323 
PACCOUMUS MECELVADIO nrceecsettcleasnsvecncrsnceencsras 118 88 Due to the Receiver General for Canada...... 14 24 
Future income taxes to recover 27 20 Due to Insurance and Guarantee Funds ....... 2th eee a 
OE StASSCUS ie tereecrsvaceeserseacceecsebedusshtss soaseversees 14 IS 16.526 15.069 
EQUITY 
Capital 
Authorized and fully paid by the 
Goyernmention Canadamerrn eee ee cote 25 25 
FVESELY 6) RUNG (INO LEO) temnene tet semen ean rs 15 = 
16,566 15,098 16,566 15,098 











The accompanying notes are an integral part of these financial statements. 
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CORPORATE ACCOUNT 


STATEMENT OF OPERATIONS AND RESERVE FUND 
YEAR ENDED DECEMBER 31 
(in millions of dollars) 





























1997 1996 1995 
Anterest carne Geceresste teres caecosecaccereer ie! 1,128 1,022 
Interest CXPENSE..........csceccsceereersereneere? ElyS 1,104 1,002 
Net interest INCOME ..............:cceeccceeerere 36 24 20 
RealiestateSalesieciss-cecresessstanestsnce-e-ee 25 17 12 
Cost of real estate SOld ........-....cssrs-e-6 (11) (2) (4) 
Holding COStS ......:.ccccsceeeeeresereeeseeeeeneeee (9) (20) (6) 
Gain (loss) on real estate ............::000+ 5 (5) 2 
(OY dotS eb ne@sanls Sapcoscscnonenncecessunooeeec cosno00 2 1 1 
Income before operating expenses ...... 43 20 23 
Operating expenses (Note 10)............- 24 2S) 36 
Income (loss) before taxes.........-..000+ 19 (9) (13) 
MaKe@Ss(NOteul lim sssecerscsere-cnacnsncvecescass> 8 (3) (4) 
INetancome! (1OSS)lccresesectresecess---eaeerene-- 11 (6) (9) 
Reserve fund, beginning of year.......... 4 10 19 
Reserve fund, end of year..........:::++ 15 4 10 





The accompanying notes are an integral part of these financial statements 





CORPORATE ACCOUNT 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31 
(in millions of dollars) 


Dee. ne 




















1997 1996 1995 
Cash flows provided by (used in) 
operating activities 
Wetincomes (1085) icccscees-s-se-arancesseeses 11 (7) (9) 
Add (deduct) 
JAIMOTULZ AUIOMneweeese cee oencss cae eseases 5) 5 5 
Future income taxes to 
LOCO VEL a ihensot sectersevestedas cnencees (7) (6) (3) 
9 (8) (7) 
Changes in 
Due to/from 
the Receiver General for 
Gamnadaciccccsececsere ree renesstes (10) 17 (7) 
Insurance and Guarantee 
US oo eee exigccxeszncscteneoeusosetesh (11) 26 (8) 
the MUMmIStED...cc--s-s--eeeromne son, 91 28 (49) 
Accounts receivable (30) (16) G1) 
Accounts payable and accrued 
Habilittesycmeeceeertc tes reece 40 21 (2) 
Accrued interest payable................ 20 il 35 
Accrued interest receivable............ 3 (5) (9) 
ObherasSetSrsssceceseeste nies acer emorn = 1 4 15 
mS 69 (63) 
Cash flows provided by (used in) 
investment activities 
Loans and investments 
Repayments .........sccceceeeeneeseees 564 398 298 
ING ditions) seeraceees erst ecssare (1,867) (2,146) (2,214) 
Change in deferred recoveries 
fromthe MiMMISteterc. seer err ecesseee-r TL 2 qk 
Additions to business premises 
and EquipMent?...........<:eecce-s--+- (4) (5) (3) 





(1,230) (1,751) ~— (1,848) 





Cash flows provided by (used in) 
financing activities 
Repayments of borrowings from 











the Government of Canada........ (257) (410) (447) 
Capital market borrowings............ 1,677 1,599 2,515 
Repayment of obligation under 

Capital 1eAase..........:.sererseserseees (2) (1) (1) 

1,418 1,188 2,067 
Increase (decrease) in 

CASH POSIUOMearerenscesuaness<aereaeeeres 301 (494) 156 
Cash and short-term investments 

Beginning Of year ..........:eeee 228 722 566 

NG OI YCAN eeveserearchacunentarnenee=e=s 529. 228 722 





The accompanying notes are an integral part of these financial statements. 
MINISTER’S ACCOUNT 


STATEMENT OF EXPENSES AND RECOVERIES 
YEAR ENDED DECEMBER 31 
(in millions of dollars) 








1997 1996 
Expenses 

Market ROuSing.........c..essoscccsconereqseense 61 =i) 
Social housing 2.0... 2---2nceoeeoee-sessaeensene=sne> 1729 1,747 
HOuSing SUPPOTt..........0-sersereeeeeeceesonerens 32 11 
Fees paid to delivery agents ...........0+0+ 9 2 
Operating expenses (Note 10)..........0+ 69 118 
Expenses recoverable (Note 4).......-...+.- 1,900 1,945 





The accompanying notes are an integral part of these financial statements. 





Canada Mortgage and Housing Corporation 


INSURANCE AND GUARANTEE FUNDS 


BALANCE SHEET AS AT DECEMBER 31 
(in millions of dollars) 





Seas 








ASSETS (Note 12) 1997 1996 

ADVEStINe UEIMSER ttle Sarre ese wieee ere seecares 2,692 2,187 

Realestate amntescoeccr cal cercsi ee er ce 264 299 

Securities purchased under resale 

ALTEEMICNUS cxceacecesencacqcttas see ccesseseesaeeeeaees 950, 

INI OL DA SES 2 eaten cts seeesfaaeme ce Peters, 15 14 

Accounts receivable and other assets .......... 1 1 

Future income taxes to recOver............0....... 46 25 

Due from Corporate Accoumt.............:.:..000 11 22 
3,979 2,548 





The accompanying notes are an integral part of these financial statements. 


INSURANCE AND GUARANTEE FUNDS 


STATEMENT OF OPERATIONS 
AND SURPLUS (DEFICIT) 
YEAR ENDED DECEMBER 31 
(in millions of dollars) 





























1997 1996 1995 
Revenues (Note 12) 
Earned premiums and 
guarantee fees 425 359 353 
AD PIGAtOMME OS nesrrreeeceter sess teeesease 55 42 36 
Income from investments............... 184 155 153 
OPE rs sateeces Pee stpiates Bans wack ae i 2, 2 
665 558 544 
Expenses 
MOSS ON ClAISHe ecteeesesteree eee 424 386 305 
Operating expenses (Note 10)........ 147 122 120 
Government of Canada fee............. 12 
Adjustment to provision for 
Glas econ wan een rrors sticks eee 97 21 Wee 
680 529 497 
Income (loss) before the undernoted .. (15) 29 47 
Adjustment to premium deficiency .... 55 
Income (loss) before taxes.................. (15) 29 102 
axes (Note d)he mets tsts. ce etree (4) 12 9 
INE PALCOMIEIOSS)) tamssesess eee aerate ee Ci) 17 93 
Surplus (deficit) 
DEP mMMINSIOl Yeates. cose: were 48 44 (49) 
Assets returned to the Government 
of Canada........... Sen Seen ea es ened (13) 
Surplus, end of year Bi 48 44 





The accompanying notes are an integral part of these financial statements. 
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LIABILITIES 1997 1996 
Unearned premiums and guarantee fees ..... 2,104 1,741 
PLOWISIONMOLGlAalMS eeevesecee ues eres 825 742 
Securities sold under repurchase 
ALTCE MOINS 3s cous cactces oasacevexsnscrssscteesascoieers 952 
MaARESIPAY AD Le Wawesoreses cea eaves eaters eiemecart esas 2 
Accounts payable and accrued liabilities .... oe BS wr st 
= 3)942) 2,500 
SURPIEWS (Note MS) emeeenes cesarean ai 48 
3,979 2,548 
INSURANCE AND GUARANTEE FUNDS 
STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31 
(in millions of dollars) 
1997 1996 1995 
(Note 12) 
Cash flows provided by (used in) 
operating activities 
Premiums and guarantee fees 
TECEIVE dee eee nee 788 574 447 
Application fees received 55 42 36 
Investment income received......... 174 148 154 
ING iclaimns tees -sates cero aes: cs ostonees (374) (351) (308) 
Operating expenses paid............... (116) (112) (120) 
axes ipaidicn sees ee ce es ee eee (16) (36) 11 
Ope Feces sess ees aos hie ce ops sh meses (29) (23) (13) 
482 242 207 
Cash flows provided by (used in) 
investment activities 
Investment in securities................ (493) (203) (215) 
Assets returned to the 
Government of Canada ............ (13) 
Increase (decrease) in due from 
(to) Corporate Account ............ (11) 26 (8) 
Due from (to) Corporate 
Account 
Becinnine Of Vat ccrssec-sansioes 22 (4) 4 
Bndsofsy cance cscs ssmtscsceerones 1] 22, (4) 





The accompanying notes are an integral part of these financial statements 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997 


1. Basis of presentation 2. Significant accounting policies 


Canada Mortgage and Housing Corporation was 
incorporated as a Crown corporation January 1, 1946. The 
Corporation is regulated by the Canada Mortgage and 
Housing Corporation Act. The Corporation’s mandate, as 
stated in the National Housing Act, is “to promote the 
construction of new houses, the repair and modernization of 
existing houses and the improvement of housing and living 
conditions.” The Corporation is for all purposes an agent of 
Her Majesty in the right of Canada. 


The Corporation has three separate responsibilities under 
its mandate and maintains separate accounting records for 
each. Separate financial statements are presented in order to 
preserve the separate identities of the assets, liabilities, 
capital, reserve fund, surpluses or deficits. 


Together, these statements constitute the financial 
statements of the Corporation and reflect all of the 
transactions of the Corporation for the year ended 
December 31, 1997. 


Corporate Account 


Within this responsibility, the Corporation makes loans 
and other investments under various provisions of the 
National Housing Act, develops and sells land holdings, and 
provides services in housing-related areas. Funding is 
provided by borrowings from the Government of Canada 
and capital markets. 


Minister’s Account 


The Corporation administers housing programs under 
provisions of the National Housing Act with funding 
provided by the Government of Canada through annual 
Parliamentary appropriations. The Corporation is 
reimbursed for subsidies and losses relating to these 
programs in addition to the related operating expenses. 


Insurance and Guarantee Funds 


The Corporation administers insurance and guarantee 
funds under provisions of the National Housing Act. The 
Mortgage Insurance Fund provides insurance against 
borrower default on residential mortgages. The Mortgage- 
backed Securities Guarantee Fund guarantees the timely 
payment of the principal and interest for investors of 
securities based on insured mortgages. 


In total, the Corporation manages: 





1997 1996 
(in millions of dollars) 
ASSES creer eee Cane e Te one 20,534 17,624 
[stabilities nest eeer er eecnceeerersenae 20,457 17,548 
Portion payable to Government 
Ok Gana daleessscestsseconeerseeseorsocase- 6,834 7,094 


Minister's Account expenses 

recoverable from parliamentary 

APPTOPTIAtiONS ........ccssseceseneneereeeners 1,900 1,945 
Operating Expenses .............sereeeeeereees 240 269 


These financial statements are prepared in accordance 
with generally accepted accounting principles in Canada. 


(a) Loans 
Corporate Account 


Loans are carried at cost plus accrued interest. As they 
are intended to be held until maturity, their carrying 
value is not adjusted to reflect any temporary decline 
in fair value. 


Losses on insured loans are recoverable through the 
Mortgage Insurance Fund and losses on uninsured 
loans are recoverable from the Government of Canada 
through the Minister’s Account. 


The Corporate Account is assured full collection of 
principal and interest and will not incur any losses on 
these loans due to uncollectibility. No loss provisions 
for loan impairment are made. 


If loans contain forgiveness clauses, such forgiveness 
is recorded and recovered from the Government of 
Canada through the Minister’s Account when the 
loans are advanced. 


Loans under certain programs contain interest rate 
clauses that are lower than the related Borrowings 
from the Government of Canada. Accordingly, related 
interest earnings losses are recoverable through the 
Minister's Account. 


Insurance and Guarantee Funds 


Mortgages are carried at cost less a provision for 
estimated loss based on market property values. 


(b) Federal-provincial agreements 


Loans and investments in housing projects were made 
under various cost-sharing agreements with the 
provinces and territories to encourage the development 
of rental housing, land assembly, co-operative 
housing, rural and native housing and housing 
rehabilitation. 


The Corporation’s share of costs plus capitalized 
interest are reflected in these statements. The 
Corporation’s share of subsidies and losses related to 
these agreements is recovered from the Government of 
Canada through the Minister’s Account. 


Gains on the sale of land assembly projects are 
recognized in the Corporate Account. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


(Cc) 


(d) 


Real estate 
Corporate Account 


Real estate is comprised of: vacant land, direct 
acquisitions, property acquired through default of 
uninsured loans and capitalized costs for fee-for- 
service projects undertaken on behalf of the Canada 
Lands Company Limited. 


All real estate is recorded at acquisition cost plus any 
modernization and improvement costs incurred. 


Holding costs, including interest, on vacant land and 
direct acquisitions by the Corporation, excluding 
Social Housing projects, are capitalized up to market 
value after which the costs are expensed in the 
Corporate Account. Gains or losses on disposal are 
recognized in the Corporate Account. 


Holding costs, including interest, on properties 
acquired as the result of default on uninsured loans, 
and for directly acquired Social Housing projects, are 
capitalized. Gains or losses on the disposal of these 
properties are paid to or recovered from the 
Government of Canada through the Minister’s 
Account. All net operating losses, including 
amortization on buildings calculated on a straight-line 
basis over the remaining term of the corresponding 
debt, are recovered from the Government of Canada 
through the Minister’s Account. 


All costs incurred related to the projects administered 
for the Canada Lands Company Limited on a fee-for- 
service basis are capitalized and netted against 
proceeds from disposal, with all excess monies 
returned directly to the Canada Lands Company 
Limited. 


Insurance and Guarantee Funds 


Real estate acquired upon the payment of a claim 
resulting from a loan default is carried at the lower of 
cost or net realizable value. Net realizable value is 
calculated as the current market value of the property, 
as determined by the Corporation, less the discounted 
value of estimated holding and disposal costs. 
Amortization is not recorded on the real estate. 


Deferred recoveries from the Government of Canada 
through the Minister’s Account 


Effective April 1, 1991, expenditures to modernize 
and improve certain properties are recovered from the 
Government of Canada through the Minister’s 
Account over a period not exceeding ten years. 


» Canada Mortgage and Housing Corporation 


(e) 


(f) 


Amortization 


Assets under Capital Lease, Business Premises and 
Equipment are amortized on a diminishing balance 
basis over the estimated useful life of the asset. 
Leasehold improvements are amortized on a straight- 
line basis. 


Derivative financial instruments 


The Corporation enters into interest rate and foreign 
exchange transactions in order to manage its exposure 
to both interest rate and currency fluctuations. The 
Corporation uses accrual accounting for derivatives 
transactions used for its own on-balance sheet asset 
and liability management purposes. Gains and losses 
resulting from termination of these contracts are 
deferred and amortized on a straight-line basis to 
interest income or expense over the term of the 
underlying exposure. 


(g) Short-term investments/investment in securities 


The Corporation has a policy of matching the maturity 
structure of its Corporate Account assets with that of 
its liabilities. In those cases where the funds are raised 
in advance of the investment in loans and where the 
Corporation holds Short-term Investments as hedges, 
gains and losses on such investments are deferred and 
amortized on a straight-line basis to interest expense 
over the term of the debt issue that generated the 
monies for investment. Deferred gains and losses are 
included in Other Assets. 


Investments are purchased with the original intention 
to hold them to maturity. Such investments are carried 
at amortized cost plus accrued interest. Investments 
are written down to their fair value when declines in 
value are other than temporary. Premiums and 
discounts on investments are amortized to income over 
the period to maturity of the related investments. 
Gains and losses realized on disposal of investments 
and write downs to reflect other than temporary 
impairment in value are included in interest earned 
from the investments in the year in which they occur. 
Gains and losses on disposal are based on the average 
cost of the securities sold. 


(h) Interest earned 


Interest earned arising from Loans and Investments, 
Cash and Short-term Investments and Deferred 
Recoveries from the Minister is recognized on an 
accrual basis up to the date that the asset is retired. 
Certain interest revenue is obtained through the 
Minister’s Account. 








NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


(1) 


Q) 


Capital market borrowing costs 


Issuance Costs on Capital Market Borrowings are 
deferred and amortized against Interest Expense on a 
straight-line basis over the term of the debt. 


Premiums and Discounts on Capital Market 
Borrowings are deferred and amortized on a constant 
yield basis over the term of the debt. 


Post-retirement benefits 


Post-retirement benefits are expensed as incurred and 
are included in Operating Expenses. 


(k) Provision for claims 


(1) 


This provision represents the estimated loss on claims 
in process of payment and the estimated loss on loans, 
where defaults have occurred, but for which claims 
have not yet been received by the Corporation. 


Premiums 


Premiums are deferred and are taken into income over 
the life of the related policies according to the risk of 
default which is actuarially reviewed. 


(m) Premium deficiency 


Annually, the Corporation compares the amount of its 
unearned premiums to the discounted costs of claims 
that have not yet occurred on insurance policies in 
force. Whenever it is determined that the unearned 
premiums are inadequate to meet the expected net 
costs of future claims, a premium deficiency is 
charged to operations. Subsequently, it is taken into 
income on the same basis as unearned premiums. 


(n) Guarantee fees 


Guarantee fees are deferred and are taken into income 
over the term of the related Mortgage-backed Security 
issue on a straight-line basis. 


(o) Application fees 


Application fees are recognized as income when 
received. 


(p) Insurance issuance costs 


Issuance costs are expensed as incurred and are 
included in Operating Expenses. 


(q) Income taxes 


(s) 


Canada Mortgage and Housing Corporation 


Income taxes are accounted for using the future 
income taxes method. Under this method, future 
income taxes are recognized whenever recovery or 
settlement of the carrying amount of an asset or 
liability would result in future income tax outflow or 
reduction. 


Securities purchased under resale and sold under 
repurchase agreements 


Securities purchased under resale agreements consist 
of the purchase of a security, normally a government 
bond, with the commitment by the Corporation to 
resell the security to the original seller at a specified 
price. Securities sold under repurchase agreements 
consist of the sale of a security with the commitment 
by the Corporation to repurchase the security at a 
specified price. Securities purchased under resale and 
sold under repurchase agreements are carried at cost 
on the balance sheet. The difference between the sale 
price and the agreed repurchase price on a repurchase 
agreement and the difference between the cost of the 
purchase and the pre-determined proceeds to be 
received on a resale agreement are recorded in Income 
from Investments. 


Pension cost and obligation 


The Corporation provides pensions based on length of 
service and final average earnings as classified under 
defined benefit retirement pension arrangements. 


The cost of pension benefits earned by employees is 
determined using the projected benefit method of 
actuarial valuation with projected salary increases 
where appropriate, pro-rated on services and charged 
to operations as services are rendered. This cost 
reflects management’s best estimate of the pension 
fund’s expected investment yields, and of salary 
escalations, mortality of members, terminations and 
ages at which members will retire. Adjustments 
arising from plan amendments, experience gains and 
losses and changes in assumptions are amortized over 
the estimated average remaining service life of the 
employee group. 


The difference between the accumulated pension 
expense and the employer’s contributions to the 
Pension Fund, the deferred pension liability, is 
reflected in the balance sheet. 








NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


3. Loans and investments 


1997 1996 


(in millions of dollars) 

















IL OAT ISsecwtecs cease wes sceeadons eve gece ex cangsees 7,034 6,642 
Federal-provincial agreements 
I GANS Brose wostassaskos Ms eeeeectesceanss 6,653 5,666 
Investments in housing projects .... 1,632 1,672 
Land assembly projects ................. 31 48 
8,316 7,386 
Real estate 
NW ACAT UM ANG |cnveataeneec aves ieoneeceee caress 39 51 
Dire Gtrac quistOMSetecmcc.eceecsiers ees 35 30 
Acquired through default on 
TMIMNSULSA LOANS eereasceee-veesessnrset 30 33 
Capitalized costs of projects 
administered for the Canada 
Lands Company Limited.............. 1 13 
105 127 
Total loans and investments .............. 15,455 14,155 


Any default or disposal losses incurred relating to 46% 
(1996—53%) of the Loans and Investment portfolio are 
recoverable through the Minister’s Account. A further 53% 
(1996—46%) of the portfolio is insured by the Mortgage 
Insurance Fund. 


Of the total Loans and Investments portfolio, 90% 
(1996—88%) relates to Social Housing programs which are 
supported with subsidies from the Government of Canada 
through the Minister’s Account. 


The amount of interest capitalized on real estate in 1997 
was $2 million (1996—$3 million). Holding costs of 
$9 million (1996—$20 million) on land acquired directly by 
the Corporation have been expensed in the Corporate 
Account. 


The following table provides the maturity structure of the 
loans: 


(in millions 














of dollars) 

MOG Bede ete semen canty yereserseoterrrorseciierresewee tse es 1,680 
NO 9 Beene accares serey ss eeecte ce seeth rece vs ct asoe teeenet veces 2,286 
DOD sees ase eaten: cistiswssunecisdasssonsceavsvsesisveusaewvan seveist 2,332 
BAW ers ces cece sexs ses achccucvssstedeeeessectsnescueies atedess vss 1,684 
OD pepe eae eccen cace av caeecius noes sisadeey. de oasecnai esse 2,204 
METS Alene cere-nsncessesccrcateccetevesseurecrestivcresrerere 3,501 
BGA pepe ches tates ss dae eeccsunae ooctseas on -abbsetaaes setiteesent 13,687 
Due from the Minister 

1997 1996 

(in millions of dollars) 

Receivable, beginning of year ............ 278 301 
EXPENSES MECOVEKAD Gere meee rer nee 1,900 1,945 
Recovered from the Minister.............. (1,991) (1,968) 
Receivablenend! Of year ec tercccca eres: 187 278 
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Accounts Payable and Accrued Liabilities in the 
Corporate Account include $264 million (1996— 
$229 million) which are also included in the receivable, Due 
from the Minister. When paid, recovery will be made from 
the Government of Canada through the Minister’s Account. 


Assets under capital lease 


1997 1996 
Accu- 
Amor- mulated Net Net 
tization amorti- book book 
rate Cost zation value value 
% (in millions of dollars) 
Buildingeeeeeses 4 30 i 23} 23 
Leasehold 
improvements... 10 9 i 2 = 
Total scores 39 14 25 27 


Amortization in 1997 was $2 million (1996—$2 million, 
1995—$2 million). 


Business premises and equipment 





1997 1996 
Accu- 
Amor- mulated Net Net 
tization amorti- book book 
rate Cost zation value value 
% (in millions of dollars) 
BUG SS oeeescee ease 4or5 40 17) 28 26 
Leasehold 
improvements... 20 2) 1 I 1 
Equip- 8, 20 
HIYSI91 be osqooseseceenans or 30 36 30 6 7 
HR Ola eeeeacretesess cans 78 43 35 34 


Amortization in 1997 was $3 million (1996—$3 million, 
1995—$3 million). 


Borrowings 


The Corporation borrows from the Government of 
Canada (Consolidated Revenue Fund) and from capital 
markets under provisions of the Canada Mortgage and 
Housing Corporation Act and the National Housing Act to 
finance loans and investments. 








NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


The Corporation has authority to borrow a maximum of 
$15 billion from sources other than the government. 


The minimum lease payments are: 


Interest Leasehold Building 
rate Term 1997 1996 improvements (25 year 
£ Base = (10 year lease) lease) Total 





(in millions 








(in millions of dollars) 











of dollars) 
Government 2.00% to up to Interest rate 11.57% 177% 
of Ganadaberetiascss-- 17.96% 2039 6,834 7,094 1998 to 2OO2N. ceceeees- arent 4 19 23 
Capital Market 2003 to 2015 46 46 
Commercial average average Total future minimum : ae 
Papel eer saneeeeseas 3.76% 31 days 887 1,228 lease payments........... 4 65 69 
Medium-term 5.34% to up to Less interest .......ccces0+00 1 37 38 
borrowings........ 8.92% 2003 8,386 6,345 
SSS Present value of 
Total ere ees 16,107 14,667 seateaf reineia ISAS 
DAY TUCO LS ereerceereereeees 3 28 31 


Capital market borrowings include US $800 million 
carried at $1 103 million (1996—US $300 million carried at 
$410 million). All foreign exchange exposure risk is fully 
hedged through the use of cross currency swaps, for the 








Interest expense in 1997 was $4 million (1996— 
$4 million, 1995—$4 million). 


interest and principal repayments. 9. Reserve fund 
The following table provides the maturity structure of The Reserve Fund is limited by Order-in-Council to 
Corporate borrowings: $25 million. 
10. Operating expenses 


Capital Market 


Medium- 
Commercial term 





Government 

















The operating expenses of the Corporation are allocated 
on the basis of staff utilization as follows: 








of Canada paper borrowings Total 
= - i ee yi : 1997 1996 1995 
(in millions of dollars) 
(in millions of dollars) 
LOO Rao 270 887 1,116 DOTS I % % 
NOOO fat 196 1,497 1,693 Corporate 
ZOOO Messer 188 1,906 2,094 
hg] ae 194 1261 1455 prone ee os 24 10.0 29 11.0 36 14.3 
2002 eeenestccss 185 2,109 2,294 
ae ae 5,801 497 6.298 ACCOMM Eee ees 69 23:8 Sis ae4338: 92 Sy 7faih 
Ss ae = = - Insurance 
Wotaleccereces- 6,834 887 8,386 16,107 and Guarantee 
uid sieeseeeeteteeese- 147 Glo 122 45.2 120 48.6 
Rotal: ws.epeowteies 240 100.0 269 100.0 248 100.0 


The interest paid to the Government of Canada in 1997 
was $615 million (1996—$640 million). 


Obligation under capital lease 


The Corporation financed additions and improvements to 
the National Office building in 1990 with a long-term lease 
that is accounted for as a capital lease. The Corporation 
assumes ownership of the building for a cost of one dollar at 
the termination of the lease in 2015. 


The annual lease payments are $5 million for the first 10 
years and $4 million for the remaining 15 years. 











Included in Operating Expenses are estimated 
restructuring costs of $37 million for 1997 (1996— 
$56 million, 1995—$16 million). 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


eeaxes 


Taxes include income tax and Large Corporations Tax 
Gen: 


The tax rate on income is 38%. The Large Corporations 
Tax levied on certain capital amounts was increased from a 
rate of 0.2% to 0.225% effective February 28, 1995. 


The Corporation reports income tax expense in the 
statement of operations based upon transactions recorded in 
the financial statements regardless of when they are 
recognized for income tax purposes. 


Taxes are: 





In- In- In- 
come come come 
taxon UCTS otal stax, Een Total itaxs) LCT. Vota 





(in millions of dollars) 


Corporate 

Account..... 8 8 (3) (3) (4) (4) 
Insurance 

and 

Guarantee 








In 1997, the Corporation changed its accounting policy to 
ensure that income tax liabilities and assets are measured 
using the tax rates that are expected to apply when the 
liabilities are settled and the assets realized. The impact of 
this change in accounting policy was minimal for the 
Corporate Account and nil for Insurance and Guarantee 
Funds. 





Details are: 
1997 1996 1995 
(in millions of dollars) 
TAKS earn ernie cere teers rere 4 9 5 
SAKES MAIC sr scscsesst.wssneaeottetcrsns 32 25 1 





Increase (decrease) 
future income taxes 





TOIECOVED es eteeeeeeete renee 28 16 (4) 
Future income taxes 
to recover 
Beginning of year.............. 45 29 33 
FANG OV Can eseec. eerste 73 45 29 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


12. Insurance and Guarantee Funds 


BALANCE SHEET AS AT DECEMBER 31 
(in millions of dollars) 
ee Tr a ee 


























Mortgage Mortgage-backed 
Insurance Securities 
Fund Guarantee Fund 
1997 1996 1997 1996 
ASSETS 
Investment in securities 2,635 2,140 Sy 47 
Real! ©State scceccceccccecccccoesceskcesasunesessessobeocscaccrcsestancceustte=seaanceiunssegeandssnnersnansns 264 299 
Securities purchased under resale agreeMent ..........+.seesseesesssesersessseeeetetees 950 
MOItgages ....cssessscssesssseseeseseesenerscesseneanseeneenenecaes 15 14 
Accounts receivable and other assets ] 1 
Future income taxes tO TECOVEL.........:ceeseeneeees 46 25 
Due from (to) Corporate ACCOUNE ........:cssescesceseseseseseeseseseneeeteeneneneseseesenss 11 24 (2) 
33922 2,503 Sy/ 45 
oo eeeeeeeOoOoeoewseswywyqs>sSsSa9o 
LIABILITIES 
Unearned premiums and guarantee f€€S .............c.--sseseseeneeneeeeteneresereesseenens 2,083 1,726 2 15 
Provision for Claim ...........ccessccsecceeneccessscenssessecesesceenseeeesscovsessusassencneesuarene® 825 742 
Securities sold under repurchase agreeMents..........::ssccsesseeseeseeeeeeeneereeeees 952 
Taxes payable Z 
Accounts payable and accrued liabilities ...........:ssssssesreseeeeetstetseseesetssrenennes 59 17 
3,921 2,485 21 15 
C3 (22 BAL) sea eesober nono ao aeenecrcrreecCauceod en Acne ob ace DLO SC SOC O SBN ICCRC COCO EOIN T.OCE 1 18 36 30 
3,922 2,503 Si 45 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


12. Insurance and Guarantee Funds—Continued 


STATEMENT OF OPERATIONS AND SURPLUS (DEFICIT) 
YEAR ENDED DECEMBER 31 
(in millions of dollars) 


SS :7500—0$@oomao9o9O9O0O0Ow0__ XOX rr 


























Mortgage Mortgage-backed 
Insurance Securities 
Fund Guarantee Fund 
1997 1996 1995 1997 1996 1995 
REVENUES 
Barnediprenmumstand pllarantce tees mrecss tere nratneearisesrceesatee ici sashes 417 351 344 8 8 9 
PAP PILCAMON COS (ee peter nace tens este eee s ccctee a eacttcacedcsssapentthavs dns sasderivtensdeasetttecess 54 4] 36 ] ] 
IMC OMICIEOMMITIVES EMCI LGHe ee nee reeteren seers eee ces: Se ey, rei 180 151 150 4 4 3 
(CS secneReareack Re Pat Cec or eS CP PEPER EEE TECH PACES Aco 1 2 2 
652 545 532 13 13 12 
EXPENSES aa -_ 7 
EQ SSHODICIALINIS mer etree see heen, Gee Uae ane er ene ew, reel: 30 es 424 386 304 1 
OPET AUTH SEX PENSCS a easter: sesettes este neers ester sone eer tec Natesesececacesastcnss estes 145 120 119 ?) 2 ] 
GOVenGITeH Gir Clana dar ce seer ne werent ee nn a, UNI n nA eae RS 12 
ZS CPUSHMEN tLONPEO VaSIONp OL Clalinsyseemeaner, weet ecvenesasrersecesreeseeresekeor ak ets 97 21 72 
678 527 495 2 2 Z, 
ficome) (loss) betore the undernoted: S22 c.ce..coccseeaveesseececesacecncecdevwcecnctvessnccetees (26) 18 3h 11 il 10 
PSH ESELUE DELO) Prema Get Clone yee ruerer eaen sere eee os eee e serene meceees 55 
HCO LIER HOSS) | DCL OLEAN CS sec areteeme eee seers ere Pon ot cay Sect shnutcaesenenreent saunas (26) 18 92 1] 1] 10 
THBIIES cor Ghaec aosacepntc Abc ice cele Ar Stee oe Serica PGES ects HE eS IRE A Rl en (9) 8 6 5 4 3 
INR RONIYS (VICES) Sr ercspcrerigorcooscoee cence eC peS CRE EEE ee (17) 10 86 6 7 a 
BEpLUsh Gelcin)\ Depimning Of Vea erates rset nee meres esuctienaneaseeossekenceseens 18 8 (78) 30 28 16 
BS TETPLUS CLIC ON VC Sesser saree mite nee gee oases eg ee ore succes es ee Fae ustTar cote esteoveey 1 18 8 36 30 23 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


12. Insurance and Guarantee Funds—Concluded 


STATEMENT OF CHANGES IN FINANCIAL POSITION 

YEAR ENDED DECEMBER 31 

(in millions of dollars) 

a ae 














Mortgage Mortgage-backed 
Insurance Securities 
Fund Guarantee Fund 
1997 1996 1995 1997 1996 1995 
Cash flow provided by (used in) operating activities 
Premiums and guarantee fees reCeiVed ...........seseeseeseseststeess 774 570 444 14 4 3 
Application fees received ..........::sssssesesseersesernessseeressssereneanens 54 4] 36 1 1 
Investment incoMe reCeiVEd .........cssceseeeeesseeseeeettsetseeeersresnaeeres a! 146 ii 3 2 8 
INT estes LALINAS eee reece ereee tt tater an ase ced ceoesarrscereerhsoneeteeemmacDes (374) (351) (317) 
Operating expenses Paid.........ccsecserecrereeserereeteeeereetestseseseserses (114) (111) (119) (2) (1) (1) 
Taxes Paid......eccsscsesessssssesesessseeserecessssssscansnesenenceccersssrseseazees (11) (32) 15 (5) (4) (4) 
COI es ee eae sone eh nncener oon naonanuoececochboncrcunTneceea cuo- pec OA Za Een (29) (23) (13) 
471 240 197 11 2, 1 
Cash flow provided by (used in) investment activities 
Investment in SECUTILICS.........:cccsseccsesnccceesceesenseseerreceersreesensaes (484) (216) (202) (9) (4) 
Increase (decrease) in due from (to) Corporate Account ........ (13) 24 (5) 2 2 (3) 





The Rental Guarantee Fund for which no detail is shown 
here had minimal activity in 1996 and 1995 which is part of 
the rolled up totals carried forward. Significant items are: 





1997 1996 1995 
Surplus, beginning of year...... 13 13 
Surplus, end of year...........0 13 
Net Claims miutnscnrcctrnesecosnsrs 9 
Investment in securities .......... 13 (9) 
Assets returned to the 
Government of Canada....... 13 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


_ 13. Actuarial valuation of the Mortgage Insurance Fund 


An actuarial study of the Fund as at September 30, 1997 
disclosed that the Fund had an actuarial deficit of $6 million 
(September 30, 1996—$2 million actuarial surplus). 


Although the Mortgage Insurance Fund financial position 
is determined annually by an independent actuary, changes 
in future conditions in the near term could require a material 
change in the recognized amounts. It is not possible to 
determine the magnitude of any such changes as they relate 
to general economic conditions within Canada. 


14. Insurance and guarantees in force 
(a) Mortgage Insurance Fund 


Under Section 21 of the National Housing Act, the 
aggregate outstanding amount of all loans for which 
the insurance policies are issued may not exceed 
$200 billion. As at December 31, 1997, insurance 
policies in force totalled approximately $164 billion 
(1996—$131 billion). 


(b) Mortgage-backed Securities Guarantee Fund 


At December 31, 1997, guarantees in force totaled 
approximately $15 billion (1996—$14 billion). 


15. Investments/securities 
Remaining term to maturity 


1 to3 3 to5 





Over 5 1997 1996 























| year years years years Total Total 
(in millions of dollars) 
CORPORATE ACCOUNT 
Securities issued or guaranteed by 
aad ap es Maps chit tas a aeecast so cacecswtaeee secs oinctt cakes 1 111 112 
OTD CL es cescare sncetaresatay sc cansctaiesssestsssossipases sais saccackcvst 406 406 227 
BU teases ea este wscac eens eh eee eee sons secant 407 11] 518 227 
INSURANCE AND GUARANTEE FUNDS 
Securities issued or guaranteed by 
(Wanada rectvasate- sce st cacnansgac race ete cots rbap resteseecs ie 102 305 1,498 1,980 INoiS) 
PRO VTC ES oes 0e a sente ese ae eee pre Se ears ever ve le cnsarvuvcecnss 5 116 95 176 392 375 
Oth erie sea tceas catentcicacaters soit ec pacvetesotonaateantedan anne 127 61 Sy 95 320 L0G 
lita eeatevcstes tonne seston casas ter cee core sseerwucsrrmiorenies: 207 279 437 1,769 2,692 2,187 








Net cumulative unamortized gains of $9 million (1996— 
$8 million) on sale of Corporate Account Short-term 
Investments used as hedges have been deferred and are 
included in Other Assets. They are being amortized over the 
term of the assets funded. 


Sales to acquire more attractive investments for the 
Mortgage Insurance Fund during 1997 resulted in a gain of 
$10 million (1996—gain of less than $1 million). These 
totals are included in Income from Investments in the 
current year. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


16. Interest rate sensitivity 


The following table illustrates interest rate sensitivity. 
Effective yield represents the fixed weighted average 
effective yield based on the earlier of contractual repricing 
or maturity date. 


eS 


Remaining term to repricing or maturity date 











Within | year 1 to 5 years Over 5 years Total 
Effective Effective Effective 
Amount yield % Amount yield % Amount yield % 
(in millions of dollars) 
CORPORATE ACCOUNT 
ASSETS 
TOA TIS ec ea sae eae cries tea nce eretcceecer me natne 1,680 74 8,506 MT 3,501 9.2 13,687 
Cash and short-term invVestMents.........::0c:ccceeeeeeeeeeee 418 4.2 111 ay) 529 
LIABILITIES 
Borrowings from the Government of Canada.......... 270 8.9 763 8.9 5,801 8.9 6,834 
Capital market borrowing ......:s.seseesereeeeeeseseseeteerens 2,003 Dell 6,773 7.4 497 3:2 9,273 
INSURANCE AND GUARANTEE FUNDS 
ASSETS 
Investinents 1m SECUMUCS.ecsccese-s-cseeeccoseseessesssaeveune 207 5.6 716 728 1,769 7.0 2,692 
Monta SES retess-sureae ctee=snceacetsceesereeseenerent rs toescnstadarese 6.2 2 6.2 12 6.2 15 





In 1991, the Government of Canada discontinued the 
Corporation’s right to prepayment without penalty on its 
borrowings from the Consolidated Revenue Fund. Of these 
borrowings, $3 billion funded loans made by the 
Corporation prior to 1986 under various sections of the 
National Housing Act which have prepayment without 
penalty privileges. 


As aresult of the revised borrowing arrangements, the 
Corporation assumed the interest rate risk from the 
Government of Canada. This transfer of risk has resulted in 
negative interest margins to the Corporate Account. It also 
exposes the Corporation to potential losses in future years 
which could be material and significant in relation to the 
Corporate Account Reserve Fund. 


During 1993 and 1994, some borrowers renegotiated 
loans at lower interest rates. Minimal renegotiations and 
prepayments have occurred since that time. Negative interest 
margin resulting from these renegotiations amounted to 
approximately $6 million in 1997. Upon repricing, given 
forecasted interest rates, there would be a further negative 
interest margin on these loans of approximately $19 million 
per annum. 


For those loans that have not been renegotiated, based on 
management's best estimate, the negative interest margin 
that could result from the prepayment risk exposure amounts 
to approximately $29 million per annum. 
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The Corporation has engaged in a strategy to eliminate a 
significant portion of the prepayment risk associated with 
these loans and is actively pursuing strategies to reduce the 
interest rate risk associated with these loans on repricing. 


The Corporation employs derivative contracts to manage 
its interest rate risk. These contracts include: 


Interest rate basis swaps, in which the Corporation 
exchanges the monthly interest receipts on a notional 
amount of loans for the receipt of an equivalent 
amount of interest determined on a semi-annual basis. 
These swaps convert the Corporation’s interest 
income on loans to the same basis as the interest 
expense on the debt that finances the loans. 


Floating-to-fixed and fixed-to-floating interest rate 
swaps exchange a fixed monthly payment on a 
notional amount in exchange for a floating interest 
rate on the same notional amount. These swaps 
convert the floating rate portion of debt that finances 
fixed rate assets to the same fixed interest rate basis as 
the assets. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


17. Derivative financial instruments 


Derivative financial instruments are financial contracts, 
the value of which is derived from underlying assets, or 
interest or exchange rates. Asset/liability management 
derivatives are entered into by the Corporation within 
guidelines set by the Department of Finance, to manage the 
Corporate Account interest rate and foreign currency 
exposures arising from on-balance sheet positions in order to 
ensure a consistent stream of earnings. 


The following table shows the notional amounts of 
derivative instruments outstanding by type and maturity. 
The notional amounts are used to calculate payments and do 
not represent the potential gain or loss associated with the 
credit or market risk of such instruments. 


1997 1996 





Within lto3 3to5 OverS 


l year years years years Total Total 





(in millions of dollars) 
Interest rate 


SWaDS sscss-ceeeesce 1,497 4,652 3,043 675 9.867 7,281 
Cross currency 
SWAPS -scsacrensect 410 693 1,103 410 





SRO GAE Se coxecseseecaees> 1,497 5,062 3,736 675 10,970 7,691 


As with on-balance sheet assets, derivative instruments 
are subject to credit risk. Credit risk arises from the 
possibility that counterparties may default on their 
obligations to the Corporation. The credit risk associated 
with derivatives is normally a small fraction of the notional 
amount of the derivative instrument. The Corporation strives 
to limit credit risk by dealing with creditworthy 
counterparties and manages its credit risk for derivatives 
through the same credit risk process applied to on-balance 
sheet assets. A large amount of the Corporation’s credit 
concentration on derivatives is with financial institutions. 


The following table summarizes the credit risk exposure 
of the Corporation’s derivatives. The amounts do not take 
into consideration legal contracts which permit the offsetting 
of positions or any collateral which may be obtained. 


1997 1996 





Notional Credit Notional Credit 
amount risk amount risk 





(in millions of dollars) 


Interest rate swaps............-. 9,867 108 7,281 139 
Cross currency swaps......... 1,103 56 410 





Oba SerresescehoSecaveapsetetacsrsss 10,970 164 7,691 139 
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Master netting agreements reduce the Corporation’s total 
credit risk exposure by allowing the offsetting of amounts 
due to/from the same counterparty. As at December 31, 
1997, the potential impact of master netting agreements 
reduced credit risk to $132 million (1996—$121 million). 


The above table excludes a $15 million exposure which is 
fully collateralized. 








NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


18. Fair value of financial instruments 


The amounts set out below represent the fair values of 
on- and off-balance sheet financial instruments of the 
Corporation using the valuation methods and assumptions as 
referred to below. Fair value amounts are designed to 
represent estimates of the amounts at which instruments 
could be exchanged in a current transaction between willing 
parties. 


CORPORATE ACCOUNT 


ASSETS 
OATS Crear ree ecco eeoreee rete tea os date ucameseaese nae arene se neesdeaeradaesemisenasnter 
Cash and short-term investments ...... 
Accounts reCeivable........-...:sscsccoescoscceseresesessscescovsctcecsenseesesarsacccscsnanssesenscessevenaneceseanenses 


LIABILITIES 
Borrowings from the Government of Canada 
Capital market borrowingS...........:cseseseeeeeeereeees 
Obligation under capital lease.............ccecessseseeseeeeee tees 
Accounts payable and accrued liabilities ...........:::csssessseseserereeeteteeetrens 
OFF-BALANCE SHEET 
Derivative financial instruments 
In a net receivable position 
In a net payable position ..............+ 
INSURANCE AND GUARANTEE FUNDS 
ASSETS 
Investments in SCCUTILICS..........:ccscceccceeccenececcerscsssseccesseescesncerscorsescsesensensccssscnnseaneerneeones 
MOrtgages.......-.cessccscssesesssssscseseseescecscreetssssnescsssssscesensssenenansnenensenees 
Accounts receivable and other assets ........:ccccccccccssseeeessseeessseeeeeeesereseseeeesteneeesens 
LIABILITIES 
Accounts payable and accrued liabilities ..........sssesesssssesesceersesseeseeeseerstssnsnenesenenareneseness 

















As many of the Corporation’s financial instruments lack 
an available trading market, fair values are based on 
estimates using present value and other techniques which are 
significantly affected by the assumptions used. Because of 
the estimation process and the need to use judgment, the fair 
value amounts should not be interpreted as being realizable 
in an immediate settlement of the instruments. 








1997 1996 
Book Fair Book Fair 
value value value value 
(in millions of dollars) 

13,687 16,480 12,308 13,944 
529 527 228 228 
118 118 88 88 

6,834 7,736 7,094 7,015 
9,273 9,441 7,913 7,892 
31 46 33 46 
363 363 323 323 
178 139 

51 114 

2,692 2,889 2,187 2,365 
15 15 14 14 

l 1 | 1 


59 Si) 17 17 





Fair values are based on a range of valuation methods and 
assumptions. 


The estimated fair value of the following assets and liabilities is equal 
to book value as the items are short-term in nature: 


Corporate Account 
® Cash 
® Accounts receivable 
® Capital market borrowings (short-term) 
® Accounts payable and accrued liabilities 
Insurance and Guarantee Funds 


® Accounts receivable and other assets 


® Accounts payable and accrued liabilities 


Fair value of the following assets and liabilities is determined by 
reference to quoted market prices: 


Corporate Account 


@ Short-term investments 
® Capital market borrowings (medium-term) 


Insurance and Guarantee Funds 


® Investment in securities 


Fair value of the following assets and liabilities is determined by 
discounting the contractual cash flows using prevailing market rates on 
underlying instruments with similar maturity and characteristics: 


Corporate Account 


e Loans 

e Borrowings from the Government of Canada 

e Obligation under capital lease 

e Off-balance sheet derivative financial instruments 


Insurance and Guarantee Funds 


e Mortgages 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


19. Commitments 
(a) Loans and investments 


Commitments outstanding for Loans and Investments 
amounted to $63 million at December 31, 1997 
(1996—$126 million). 


(b) Operating leases 


Minimum rental payments scheduled over the next 
five years on business premises and equipment under 
long-term non-cancellable leases are: 


1998 1999 2000 2001 2002 





(in millions of dollars) 





Business 

premises ...... 13 11 9 7 6 
Equipment........ 12 4 2 
Totals? vccccsese: 25 15 11 Ti 6 


Total Operating Lease commitments at the end of 1997 
were $64 million (1996—$43 million). 


(c) Future contractual obligations 


Total financial obligations under contracts for the 
Minister’s Account, Social Housing programs, extend 
for periods up to 40 years. Uncertainty in forecasting 
the economic factors used to calculate the financial 
obligations precludes reasonable estimation beyond 
five years. 


Estimated obligations for the next five years are: 





(in millions 
of dollars) 
MOO Rese ceesi see ceed ramsacecee eset ra meat eacs 1,853 
LO OSes eR eerie ene keaton eerste eee ieee 1,813 
OO etre on ccecc tenes costes or oee ee eee nas nore acess ies 1,793 
PAULO) is sedeera echo hn REA EERE epee OE 1,790 
PA OP ee 8 SOE acne Sab RR Rt i FRE I 1,790 


20. Contingent liabilities 


There were legal claims against the Corporate Account of 


less than $1 million (1996—$1 million). 


There were other legal claims of $3 million (1996— 
$3 million), which if successfully held against the 
Corporation, could result in charges to the Government of 
Canada through the Minister’s Account. 


Legal claims of $17 million (1996—$83 million) are 
pending against the Mortgage Insurance Fund. 


Due to the uncertainty of the outcome of these events, no 


provision for loss has been made. 


Canada Mortgage and Housing Corporation 





21. Pension plan 


The Corporation maintains an indexed, defined benefit 
pension plan. Retirement benefits are based on the average 
salary in any best five-year period and the number of years 
of service. The accrued pension benefits are determined 
using the projected benefits method pro-rated on service. 


The Corporation’s funding policy is to contribute the 
amount required to provide for current benefits attributed 
to service and to pay the unfunded pension plan liabilities 
over periods permitted by regulatory authorities. 


Based on an actuarial valuation at January 1, 1998, the 
status of the plan is: 





1997 1996 
(in millions of dollars) 
Net assets available for benefits...... 807 733 
Actuarial value of accrued 
PENSION DENCHIS trae eeneecrees 683 631 





Excess of net assets over actuarial 
value of accrued pension 
DENCH TSmrererenee tire tenet 124 102 


Annual pension cost to the corporation 


1997 1996 1995 





(in millions of dollars) 





Gurrentsenvice costseeassssteresseererese 8 13 11 
RES IUCEIMIN SC OSTS: ae-ne-saeneneesucecsee secs 25 17 8 
Amortization of experience 

DAINSr al VlOSSESsevseeesteasceevt accesses (9) (6) (1) 
Government pension plans..............6. 2) 2 2 
OPA) Siastsasescecescesssesarenepaa sna cavswcevestaa-s 26 26 20 


Although the Pension Fund financial position is 
determined by an independent actuary, changes in future 
conditions in the near term could require a material change 
in the recognized amounts. 


Under Income Tax Act Regulations, once the excess net 
assets reaches a certain level, employers must suspend 
making payments to the Pension Fund (funding holiday). 
During this period, the asset is reduced by applying the 
employer current service contribution. 


The Corporation is liable to provide the additional 
funding to the Pension Fund that is required as a result of the 
Early Retirement Reduction Waiver allowed as part of the 
Corporation’ s restructuring initiatives. Because of the 
mandatory funding holiday referred to above, the 
Corporation cannot make payment of the Early Retirement 
Reduction Waiver to the Pension Fund. 


The deferred pension liability as at December 31, 1997 
amounted to $50 million (1996—$25 million). 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Concluded 


22. Related party transactions 


tw 


The Corporation is related in terms of common 
ownership to all Government of Canada created 
departments, agencies and Crown corporations. The 
Corporation enters into transactions with certain of these 
entities in the normal course of business. All material related 
party transactions are either disclosed below or in relevant 
notes. 


Losses on Loans and Real Estate, interest earnings, and 
the amortization of modernization and improvement 
expenditures, relating to certain Corporate Account Assets, 
are recovered from the Government of Canada through the 
Minister’s Account. The total of such recoveries which are 
not considered subsidies to others, amounted to $211 million 
(1996—$150 million, 1995—$239 million) of which 
$38 million (1996—$44 million, 1995—$51 million) is 
included in Interest Earned in the Corporate Account. 


The Corporation is required to make an annual fee 
payment from the Mortgage Insurance Fund to the 
Government of Canada. In 1997, $12 million in fees was 
expensed (1996—nil). 


In accordance with fee-for-service agreements between 
the Corporation and Canada Lands Company Limited, the 
Corporation is developing parcels of surplus government 
lands for residential housing projects. Development costs are 
capitalized and deducted from sales proceeds, the net of 
which is returned to the Canada Lands Company Limited, 
$1 million in 1997 (1996—nil, 1995—$1 million). Fees 
capitalized in 1997 were minimal (1996—$2 million, 
1995—nil). 


Subsequent to December 31, a Memorandum of 
Understanding between the Corporation and Canada Lands 
Company Limited was signed. It provides for the sale of 
most of the Corporation’s land portfolio at an agreed upon 
market value. The portfolio is carried at the lower of cost or 
the negotiated market value. 


. Comparative figures 


Certain 1996 comparative figures have been reclassified 
to the 1997 statement presentation. 
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CANADA PORTS CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID COLLENETTE, P.C. M.P. 
MINISTER OF TRANSPORT 


We have audited the consolidated balance sheet of Canada 
Ports Corporation as at December 31, 1997 and the 
consolidated statements of income and deficit and changes in 
financial position for the year then ended. These consolidated 
financial statements are the responsibility of the Corporation’s 
management. Our responsibility is to express an opinion on 
these financial statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position of 
the Corporation as at December 31, 1997 and the results of its 
operations and the changes in its financial position for the year 


then ended in accordance with generally accepted accounting 
principles. As required by the Financial Administration Act, 
we report that, in our opinion, these principles have been 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation 
that have come to our notice during our audit of the 
consolidated financial statements have, in all significant 
respects, been in accordance with Part X of the Financial 
Administration Act and regulations, the Canada Ports 
Corporation Act and the by-laws of the Corporation. 


The accounts for the year ended December 31, 1996, shown 
for comparative purposes, were reported on by other auditors. 


Raymond Chabot Martin Paré 


Ottawa, Canada 
February 24, 1998 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1997 


(in thousands of dollars) 

















ASSETS 1997 1996 
Current 
(OPS WR eect ea eee eee 2,768 988 
Short-term investments (Note 4) 53,839 40,498 
INECOUNIS TECELVADIe tee sess sock sesstiecsess 8,855 10,280 
Matenalstandisuppliesn.cccneerc-e reece 2,631 PapeMhey 
68,093 54,644 
Pnvestments: (NOtC:4 )i.cccscevecesuscevssecssssseveeexss 16,964 16,900 
Wapitaliassets!(INOUE/S)\.cccccececonssecorscsesesneerss 109,828 108,077 
194,885 179,621 
Interport Loan Fund (Note 10).............200 93,064 91,979 
287,949 271,600 
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LIABILITIES 1997 1996 
Current 
Accounts payable and accrued liabilities 
(NOtE10) Seescstccee css srere csp toncessti .centevaancis: 28,739 20,048 
Due to Interport Loan Fund (Note 7).......... See SS eee 030 ae 
31,126 22,078 
Accmediemploves DEneiitsi se ea cniacsesseess 295 2,080 
Due to Interport Loan Fund (Note 7) 66,712 63,599 
Honp-tenmidebt (NGG 5) enceststseeeeer entree: 168,260  —-171,780 | 
__ 266,393 259,537 
Contingencies (Notes 14 (c), 15 and 16) 
DEFICIENCY OF CANADA 
Contributed capital (Note 3) ...........ccceseeeeeeee 64,923 111,672 
Deticwi (Notes sian: 9) errwes-c-crcsenaressesoenerces (136,431) (191,588) 
(71,508) (79,916) 
. 194,885 179,621 
Interport Loan Fund (Note 10)........::::cceccceees 93,064 9 ka 
287,949 271,600 





The accompanying notes are integral part of these consolidated financial statements. 


On behalf of the Board: 


CAROLE TAYLOR 
Chair 


MERVYN C. RUSSELL 
Director 
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CONSOLIDATED STATEMENT 

OF INCOME AND DEFICIT 

FOR THE YEAR ENDED DECEMBER 31, 1997 
(in thousands of dollars) 























1997 1996 

Revenue from operations ...........::0eee 59,620 59,026 
Operating and administrative expenses... 25,146 25,736 
Depreciation ..........0:--seresccsecerersrarsensenees 4,447 4,580 
Municipal grants and taxes... 2,393 2,542 

31,986 32,858 
Income from operatiOns..........::c:seeeeeees 27,634 26,168 
Investment (COME re-ceesee cece tereecceee- ees 3,653 3,969 
IntErEStEXPSUSElserce,.cveasseserssdsecerenseter-eeen= (GES58) (L532) 
Income before the undernoted items....... 13,934 12,605 
Write-down of capital assets (Note !6)... (3,136) 
Divestiture costs (Note 3) ..........::ceeecee (1,514) (404) 
Parliamentary appropriation (Note 3) ..... (499) 1,000 
Net income for the year ...........::cescccseee 8,785 13,201 
Deficit at beginning of the year .............. (191,588) (204,473) 
Dividend to Canada (Note 10)..........-06+ (377) (316) 
Elimination of deficit upon port 

divestiture (NOte)3)) mecemeserrerve-cresessrane 46,749 

Deficit at end! Of the yeanceccccerc-acsee-rense (136,431) (191,588) 





The accompanying notes are an integral part of these consolidated financial 
statements. 


CONSOLIDATED STATEMENT 

OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1997 
(in thousands of dollars) 





























1997 1996 
Operating activities 
Net income for the year::..........-.-+..s+s+-- 8,785 13,201 
Items not affecting cash 
DepreciatiOmse-csvey-eetreeesersees ss 4,447 4,580 
Write-down of capital assets............ 3,136 
OUNCE fist ec, eevtecceesoncevsencesesssnsesanteeets (1,539) (87) 
Net change in non-cash components 
of working capital .........00:.seeceereee 10,582 Bou 
Cash provided by operating 
ACHIVILES scare ereceer eenataatarsccce here: 25,411 20,915 
Financing activities 
Capital rants). :.scsc.cscsceceerscrerareari-vesascs 1,560 2,500 
Changes in amount Due to Canada....... 785 1,921 
Transfers from Interport Loan Fund..... 5,500 5,900 
Repayment of transfers from 
Interport Loan Fund ..........--.:ees00 (2,030) (17722) 
Issuance of long-term debt ................+++ 8,067 9,000 
Repayment of long-term debt............... (11,583) (17,077) 
Dividend to\@anadabercncesceecseeceseese sees (377) (316) 
Cash provided by financing 
ACHIVIUIES eesneeccsncesreetscsecsswaresereseceraess 1,922 206 
Investing activities 
Additions to capital assets ..........::0+00 (11,204) (11,934) 
Change in construction payables .......... (1,008) 90 
Cash required by investing activities .... (12,212) (11,844) 
Increase in cash and short-term 
ATIVESLITIOTLS seer vee ecchtsene ce teeonc snare cccetenise 15,121 9.277 
Cash and short-term investments at 
beginning of the year ..........:...:-:---..--+ 41,486 32,209 





Cash and short-term investments at the 
end Of Hhe: Vealeee: ccccssscreeevaescea teaser 56,607 41,486 


The accompanying notes are an integral part of these consolidated financial 
statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997 


if. 







Canada Ports Corporation Act 


Canada Ports Corporation (the Corporation) was 
established under the Canada Ports Corporation Act (the 
Act), to administer, manage and control Canadian 
harbours, and any other harbour, work or property of 
Canada transferred by the Governor in Council. The 
Corporation is named in Part II of Schedule III of the 
Financial Administration Act and is exempt from income 
tax. 


The Corporation has direct responsibility for operating 
eight divisional ports and has a wholly-owned subsidiary, 
Ridley Terminals Inc. (RTI), a coal terminal facility at 
Prince Rupert. During 1997, the Corporation divested one 
of its divisional ports and the Governor in Council 
terminated its administration, management and control 
over that port (see Note 3). The Act provides for the 
establishment of local port corporations to manage and 
operate additional selected ports. The Act also charges the 
Corporation with certain responsibilities respecting these 
ports, particularly concerning capital projects. In addition, 
the Corporation administers the Interport Loan Fund on 
behalf of itself and the local port corporations. 


On December 9, 1997 Bill C-9, Canada Marine Act, 
received third reading in the House of Commons. This 
proposed Act , when proclaimed, repeals the Canada Ports 
Corporation Act and dissolves the Corporation whose 
assets and obligations are to devolve to the Crown under 
the administration of the Minister of Transport (see 
Note 16). 


Significant accounting policies 
(a) Financial statements 


The financial statements of the Corporation include 
the accounts of the divisional ports under its 
administration and of RTI. The activities of the local 
port corporations are excluded from the financial 
statements from the date of their establishment. As the 
earnings of the Interport Loan Fund do not 
automatically accrue to the Corporation, the assets, 
liabilities, revenues and expenses of the Fund are not 
consolidated (see Note 10). 


(b) Investments 


The short-term investments are carried at the lower of 
amortized cost, whereby premiums or discounts from 
par value are amortized over the periods to maturity, 
or market. Long-term investments are carried at the 
lower of amortized cost or market if a permanent 
decline in value exists. 
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(c) Materials and supplies 


Materials and supplies consist of supplies, 
consumables and repair parts. They are valued at the 
lower of average cost and replacement cost. 


(d) Capital assets 


Capital assets are recorded at cost, with the exception 
of those transferred to the Corporation from Canada. 
The assets transferred from Canada are recorded at 
appraised or fair market value established at the time 
of transfer. Government grants received towards 
capital projects are deducted from the cost of the 
related capital assets. 


Depreciation of capital assets is calculated on the 
straight-line basis commencing with the year the asset 
becomes operational, using rates based on the 
estimated remaining useful life of the assets. 


(e) Pension plans 


Employees of the Corporation are covered by the 
Public Service Superannuation Plan administered by 
Canada. Under present legislation, contributions made 
by the Corporation to the Plan are limited to an 
amount equal to the employee’s contributions on 
account of current service. These contributions 
represent the total pension obligations of the 
Corporation and are charged to operations on a current 
basis. The Corporation is not required under present 
legislation to make contributions with respect to 
actuarial deficiencies of the Public Service 
Superannuation Account. Employees of RTI are 
covered separately by a contributory defined-benefit 
plan. 


(f) Municipal grants and taxes 


The expense for municipal grants and taxes is based 
on estimated municipal assessments, adjusted in 
accordance with the Municipal Grants Act where 
applicable. Municipal grants are finalized after the 
amounts have been audited by the Municipal Grants 
Division of Public Works and Government Services 
Canada. Any adjustments upon finalization of the 
grants are reflected in the accounts in the year of 
settlement. 


(g) Employee benefits 


The Corporation accrues in its accounts the estimated 
liabilities for severance pay, annual leave and 
overtime compensatory leave, which are payable to its 
employees under its collective agreements, or in 
accordance with its policy. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


(h) Revenue recognition 5. Capital assets 


Revenue is recognized as the related services are 
provided. RTI's coal throughput revenue is recorded at 
50% of the contracted throughput rate at the time the 
coal is received at the terminal, with the balance being 
recorded at the time of ship loading. RTI's throughput 
agreements with its two main customers are in place 
until March 31, 1998 and March 31, 1999. The 
agreements in place provide for guaranteed delivery of 
an annual minimum tonnage to the terminal and under 
the terms of one of the agreements, shortfall payments 
may be required on a quarterly basis subject to a final 
adjustment at the end of the coal year (April 1 to 
March 31). Revenues resulting from any estimated 
shortfall in tonnage are recognized in the current year. 
Any difference between estimated shortfall revenue 
and required payments is recorded as an account 
receivable or an accrued liability. 


3. Divestiture of port 


On September 4, 1997, the Corporation transferred the 
operations of the Port of Churchill for nominal 
consideration. Revenues for operations applicable to the 
port amounted to $2,354,000 (1996—$4,593,000) with an 
operating loss of $174,000 (1996—operating income of 
$307,000). In addition, the Port of Churchill incurred 
divestiture costs of $1,278,000 (1996—$0). 


For the past two years, the Government of Canada has 
assisted in defraying the Port of Churchill’s operating 
deficit. In 1997, the unused portion of $968,000 of the 
1996 operating grant, previously recorded as a revenue, 
was reimbursed to the Government of Canada. In 1997, the 
port received an operating grant of $469,000 for the 1997 
operations. The parliamentary appropriation refund in the 
amount of $499,000, recorded in the financial statements, 
is the result of the reimbursement of the 1996 unused 
portion of the operating grant less the 1997 grant. 


The Corporation’s contributed capital and deficit with 
respect to the divested port, each in the amount of 
$46,749,000, have been transferred to the Government of 
Canada. 


Investments 


Short-term investments consist of $46,178,000 (1996— 
$39,999,000) of Canada Treasury bills and $7,661,000 
(1996—$499,000) of other market securities. Interest rates 
on these investments vary from 2.91% to 5.02%. As at 
December 31, 1997 and 1996, the market value of the 
short-term investments approximates their amortized cost. 


Long-term investments of $16,964,000 (1996— 
$16,900,000) are Canada bonds with interest rates varying 
from 5.3% to 5.4% and maturing between May 1, 2001 and 
December 15, 2002. As at December 31, 1997, their 
market value is $20,900,000 (1996—$21,469,000). 


(a) Summary 








1997 1996 
Accu- 
mulated 
depre- 
Cost or ciation 
Depre-  apprai- and 
ciation sed write- 
rates value downs Net Net 
% (in thousands of dollars) 
andere. ce es 7,306 7,306 7,363 
IDYREG AINE ee sochacee 2.5-6.7 7,596 1,770 5,826 6,000 
Berthing 
structures........ 2.5-10 46,323 23,126 23,197 24,367 
Busldingserr.,-...< 2.5-10 29,956 11,122 18,834 18,891 
Coal terminal 
AMUSE coeeeoane 4-33 22,651 5,401 17,250 18,099 
AGtalitteS eerste tees 3.3-10 7,722 2,763 4,959 5,039 
Roads and 
SULACES weeteree: 2.5-10 6,159 4,607 1,552 2at33) 
Machinery 
and 
equipment ...... 5-100 22,427 14,469 7,958 8,463 
Office furniture 
and 
equipment ...... 20-33 3,846 3,674 Iz 156 
Works under 
construction... 22,774 20.714 17566 





176,760 66,932 109,828 108,077 





(b) Capital grants 


In 1997, the Corporation received capital grants 
towards the construction of capital assets totalling 
$1,560,000 (1996—$2,500,000) of which $246,000 
(1996—$1,500,000) was from the Government of 
Canada. 


Accounts payable and accrued liabilities 


Included in accounts payable and accrued liabilities are 
deferred revenues of $476,000 (1996—$665,000), a 
payable to Government of Canada of $785,000 (1996—$0) 
and the current portion of long-term debt of $87,000 
(1996—$83,000). 


Also included in accounts payable and accrued 
liabilities are an amount of $7,184,000 (1996—$538,000) 
for future lease termination costs (see Note 14(c)) and 
other potential dissolution costs which are not determinable 
at this time (see Note 16) and a provision for employee 
termination costs upon dissolution of the Corporation of 
$5,960,000 (1996—$6,575,000). The Corporation’s share 
of these latter costs is nil in 1997 (1996—$404,000). The 
balance has been funded by transfers from the Interport 
Loan Fund and charges to the local port corporations. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


7. Due to Interport Loan Fund 


The Interport Loan Fund (see Note 10) has provided Principal repayment requirements over the next five 
long-term financing for the coal terminal and the mixed years amount to $87,000 in 1998, $93,000 in 1999, 
cargo terminal projects at the Port of Belledune and the $100,000 in 2000, $0 in 2001 and $67,000 in 2002. 


Alouette project at the Port of Sept-Iles as follows: : 
The loan from the Province of New Brunswick provides 











et ee partial financing to the Port of Belledune for the mixed 
(in thousands of dollars) cargo terminal project. Under the financing agreement with 
Ga Transfers to the Port of the Province, a total amount of $3,850,000 is to be loaned, 
Belledune bearing interest at interest free. While the repayments are to be based on the 
6.05% to 11.47%, repayable in Port of Belledune’s net income, they are not to start until 
eae ene of the full amount has been borrowed by the Port. 
$4,495,000 and maturing Consequently, there is no repayment requirement for 1998. 
between December 31, 2012 Due to the terms and conditions of this loan, only estimates 
ANd 2015 .rrssesrseesersssssseerrsein eae 2824 34,374 could be included in the principal repayment requirements 
(b) Transfers to the Port of Sept-Iles presented above. 
bearing interest at 7.91% to 
7-207, repayable in blended The debt of RTI which is with Export Development 
annual installments of principal ’ : : s ‘ 
and interest of $3,836,000 and Corporation (EDC) consists of notes. Under the financing 
maturing December 31, 2011....... 30,175 S11 255 arrangement with EDC, the fixed rate note is repayable in 
69,099 65,629 1998, while notes issued under the revolving credit facility, 
Lessxcument pomloner semesters (2,387) (2,030) at variable rates, are repayable by August 12, 1998. 
66,712 63,599 Although the fixed rate note will mature during the 
5 gia ee following year, it is presented on a long-term basis because 
the original intention was the refinancing of RTI terminal 
Principal repayment requirements over the next five facilities and it is RTI’s Management intention to 
years amount to $2,387,000 in 1998, $2,592,000 in 1999, renegotiate long-term financing. 
$2,815,000 in 2000, $3,059,000 in 2001 and $3,323,000 in 
2002. The revolving credit facility provides for notes to be 
issued up to an aggregate maximum of $41 million. These 
8. Long-term debt notes may be for a term of one to twelve months and may 
1997 1996 roll over on the maturity date with new face values and 





interest rates, with final repayment of all amounts under the 
credit facility due on August 12, 1998. 


(in thousands of dollars) 


(a) Loan from Canada, bearing 


interest at 6.44%, repayable The financing with EDC is guaranteed unconditionally 
ee eee on by the Government of Canada to a maximum of 
installments of principal gia ; er 
and interest of $106,000 $230 million and is secured by a $250 million collateral 
and maturing on demand debenture over all present and future assets of RTI. 
December si 2 (OOM eects eee. 280 363 
(b) Loan from Province of New 9. Deficit 
Brunswick, interest free, p , ; . 
repayment based on 25% of At the incorporation of RTI in 1981, 50% of RTI was 
Port of Belledune’s net income owned by the Corporation while the remaining 50% was 
oes andion 15% owned by an unrelated party. The shareholders' agreement 
of it for remainder of the term; : ae - 
loan to be fully repaid within 10 of RTI provided a condition for the unrelated party to sell 
years following final its shares to the Corporation in 1991. On July 30, 1991, the 
disbursement by the Province. ...... 3,067 Corporation purchased the remaining 50% ownership in 
(c) RTI note, repayable on RTI and RTI became a wholly-owned subsidiary of the 
idee pebere eee Corporation. The share purchase of $58.5 million was paid 
abtally” wee wee de BNL 165,000 165,000 in cash and was fully financed by Canada. The excess of 
(d) RTI note, under a revolving the purchase price, over the assets acquired of 
credit facility, repayable by $31.7 million less the liabilities assumed of $229.1 million, 
August 12,1998, and bearing resulted in a loss on acquisition of RTI of $255.9 million. 


interest at Canadian inter-bank 
bankers’ acceptance rate plus 
0.20% payable at maturity of 








MOLE Ronee acess ere ceveseceeiresecses = ccaees 6,500 
168,347 171,863 

ESS HCUMFEN’ POM OMe areecstssssrrereesesesee (87) (83) 
168,260 171,780 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


10. Interport Loan Fund 


In 1988, authority was granted by Canada to the 
Corporation to establish an Interport Loan Fund (the Fund). 
This Fund is administered by the Corporation and was 
established to provide financing for financially viable 
capital projects of the Corporation and local port 
corporations. Financing is provided by way of transfers to 
divisional ports managed by the Corporation and by way of 
loans to local port corporations. Transfers and loans bear 
interest at the Crown corporation lending rate, the rate in 
effect from time to time between Canada and Crown 
corporations. Until December 31, 1994, earnings of the 
Fund were, pursuant to the terms and conditions under 
which the Fund was established, restricted to the uses for 
which the Fund was established. During 1995, the terms 
and conditions were amended to provide that the remaining 
earnings of the Fund of a year, after providing for the 
dividend to Canada, be transferred to the Corporation to be 
applied against the administrative office costs for the year. 


The balance sheet of the Fund as at December 31 

















shows: 
1997 1996 
(in thousands of dollars) 
Assets 
Current 
Cash and! investments...........s..60.56 26,038 28,319 
Transfers receivable (Note 7)........ 2,387 2,030 
28,425 30,349 
Transfers receivable (Note 7)........ 66,712 63,599 
Allowance for doubtful accounts .. (2,073) (1,969) 
93,064 91,979 
Liability 
Current 
Due to the Corporation...............++ 3,491 2,328 
Fund balance = ; A 
Contributed capital. .ce..r-ce-er-=- 70,332 70,332 
Retaimedearmin gsicsssmnmeserersseee--r 19,241 LOSS 
89,573 89,651 
93,064 91,979 


The investments of the Fund, shown at amortized cost, 
are direct and guaranteed securities of Canada. The interest 
rates vary from 2.91% to 5.02%. As at December 31, 1997 
and 1996, the market value of the investments 
approximates their amortized cost. 


In 1997, the Government of Canada approved that the 
1996 forgiveness of the Port of Québec Corporation’s debt 
of $6.3 million be applied against the Crown’s investment 
in the Fund. Accordingly, the debt forgiveness was 
recorded as a reduction in the Fund’s contributed capital in 
1996. 
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In 1997, the Fund advanced $5.5 million (1996— 
$5.9 million) to the Port of Belledune for a capital project. 


The Fund is committed to provide financing of 
$2.2 million in 1998 for a capital project at the Port of 
Belledune. 


In accordance with the terms and conditions under 
which the Fund was established, the Corporation is 
required to pay to Canada a dividend from the Fund every 
year. However, during 1997, an overpayment of dividends 
to Canada from the Fund amounting to $4,561,000 for the 
period from 1991 up to and including 1995 was identified. 
As a consequence, dividends reported for 1996 and prior 
years were overstated. Accordingly, the dividend for 1996, 
which would have been payable on March 31, 1997, was 
recalculated as $3,114,000 and applied as an offset against 
the overpayment. Dividends in the amount of $377,000 
payable to Canada for the year 1996 in respect of 
assessable income of the divisional ports were applied as a 
further set-off against the overpayment. As at 
December 31, 1997, the net outstanding amount of the 
overpayment refundable to the Fund from Canada is 
$1,070,000. It will be applied against the 1997 dividend of 
$2,832,000. Consequently, the portion of the 1997 
dividend, payable in 1998, of $1,762,000 will be applied 
against the retained earnings as dividends are recorded on a 
cash basis. 


The statement of income and retained earnings of the 
Fund is as follows: 














1997 1996 
(in thousands of dollars) 
[MteneStMCOMe serra peressesenacssreseteen 6,736 7135) 
Operating and 
administrative Expenses ...........0+ 211 56 
Net income for the yeat..............:0:0+ 6,525 7,079 
Retained earnings at beginning 
Othe VEAL) -cos-assersesssscearssancnvencrser 195319 19,894 
Recovery (payment) of 
dividend to Canada ...............:00 377 (5,326) 
Transfer to the Corporation................ (6,980) (2,328) 
Retained earnings at end of the year.. 19,241 19,319 


. Pension plans 


As at December 31, 1997, the updated actuarial reports 
of RTI's contributory plan indicate that the actuarial 
present value of the accrued pension benefits amounts to 
$9,127,000 (1996—$8,563,000) and the market value of 
the pension fund assets amounts to $9,272,000 (1996— 
$8,569,000). RTI's pension expense for 1997 of $725,000 
(1996—$652,000) is actuarially determined. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


I. 


Related party transactions 


Through common ownership, the Corporation is related 
to all Government of Canada created departments, agencies 
and Crown corporations. 


In accordance with the Act, operating and 
administrative costs incurred by the Corporation in the 
amount of $2,900,000 have been recovered from the local 
port corporations in 1997 (1996—$4,230,000). These 
recoveries are offset against the related expenses. 
Operating expenses include rental costs of $1,901,000 
(1996—$1,777,000) charged by a local port corporation. 
At December 31, 1997, $106,000 (1996—$254,000) of 
these rental costs are included in accounts payable and 
accrued liabilities. Interest charges on the debt to EDC, a 
Crown corporation, amounted to $11,493,000 (1996— 
$11,911,000). Included in accounts payable and accrued 
liabilities is $4,448,000 (1996—$4,453,000) of interest 
payable to EDC (see Note 8). 


Included in accounts receivable is a receivable from the 
Interport Loan Fund of $3,491,000 (1996—$2,328,000) 
(see Note 10). 


Investment income of $3,533,000 (1996—$3,89 1,000) 
was earned on Canada securities and interest charges of 
$23,000 (1996—$29,000) were paid to Canada. 


Details of other transactions with the Government of 
Canada are disclosed in Notes 3, 4, 5 (b), 6, 8, 9, 10 
and 14 (b). 


. Economic dependence 


The Corporation’s wholly-owned subsidiary, RTI, is 
dependent upon the production of two coal producers who 
provided 66.2% and 29.1% respectively of the subsidiary’ s 
1997 revenue (1996—66.5% and 25.2%) under throughput 
agreements. RTI’s throughput agreements are in place until 
March 31, 1998 and 1999. RTI and the producers have 
commenced negotiations for the renewal of these 
agreements. The outcome of these negotiations may have 
an impact on the future operations and management is 
currently investigating other alternatives. 


14. Commitments 


(a) Contractual obligations for the completion, 
construction and purchase of capital assets are 
estimated at $2,210,000 of which most will be incurred 
in the year ending December 31, 1998. 
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(b) RTI leases from the Prince Rupert Port Corporation 
the land on which the coal terminal facility is 
constructed. The lease is for twenty-five years starting 
March 31, 1984, with a twenty-year renewal term 
beginning March 31, 2009. Lease payments are based 
on throughput charges per tonne which are subject to 
escalation provisions relating to increases in the 
Canadian Consumer Price Index for each year and a 
minimum annual throughput of 6.35 million tonnes 
(1996—6.35 million tonnes). 


(c) The Corporation’s administrative office leases 
premises under an agreement which expires 
September 30, 2005. The future rent payable to the 
expiry date is approximately $681,000 in 1998, 
$885,000 per year from 1999 to 2004 and $663,000 in 
2005. No expense has been recorded for future lease 
payments upon dissolution as the ultimate utilization 
of the premises is not determinable at this time. In the 
opinion of management, their impact on these financial 
statements will be minimal. 


S 


In accordance with Ports Canada policy respecting 
dividends to Canada, the Corporation is required to 
pay a dividend in respect of the 1997 fiscal year. This 
dividend, payable in 1998, amounts to approximately 
$243,000 and will be applied against the Corporation’ s 
deficit. 


Contingencies 


Claims aggregating approximately $5,895,000 in respect 
of lawsuits, guarantees, employee agreements, damages 
allegedly suffered on the Corporation's property and sundry 
other matters in dispute have been received by the 
Corporation. In the opinion of Management, the final 
outcome of such claims should not result in any material 
financial liability and, accordingly, no provision has been 
recorded in this respect. 


Employees are permitted to accumulate unused sick 
leave. However, such leave entitlements do not vest and 
can be used only in the event of illness. The amount of 
accumulated sick leave entitlements which will become 
payable in the future cannot reasonably be determined. 
Payments of sick leave benefits are included in current 
operations. 


In the normal course of business, the Corporation is 
exposed to potential environmental issues, some of which 
have been identified. The ultimate effect of which is not 
determinable at this time, and as such, no provision has 
been made in the accompanying financial statements. 








NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Concluded 


16. Canada Marine Act 


Under the proposed Canada Marine Act, the Ports of 
Saguenay, Sept-Iles and Trois-Riviéres have been 
designated to become Canada Port Authorities. The 
facilities at Port Colborne and Prescott are in the process of 
being divested. If divestiture is not completed prior to the 
dissolution of the Corporation, they will become public 
ports, under the administration of the Minister of 
Transport, as defined in the proposed Act. The future status 
of RTI and the Port of Belledune, after the dissolution of 
the Corporation, are yet to be determined. However, the 
Minister of Transport is named the appropriate minister for 
RTI for the purposes of the Financial Administration Act. 
The Corporation’s present administrative office will be 
wound-up on the dissolution of the Corporation and the 
Corporation’s remaining assets and obligations will 
devolve to the Crown under the administration of the 
Minister of Transport. It is anticipated that the Canada 
Marine Act will be proclaimed on January 1, 1999. 


The effects of the dissolution of the Corporation are not 
fully known at this time. Provision has been made with 
respect to the carrying values of assets at the Port of 
Prescott. No expense has been recorded with respect to 
differences between the carrying values of assets and 
obligations and those values which may ultimately arise on 
the transfer of the other divisional ports and RTI, as the 
differences, if any, are not determinable at this time. A 
provision for determinable amounts relating to the wind-up 
of the administrative office has been made (see Notes 6 
and 14 (c)). 


17. Comparative figures 


Certain of the 1996 comparative figures have been 
reclassified to conform to the current year’s presentation. 
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CANADA POST CORPORATION 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL 
REPORTING 


Management and the Board of Directors are responsible for 
the consolidated financial statements and all other information 
presented in this annual report. The Financial Administration 
Act and regulations require the consolidated financial 
statements to be prepared in accordance with generally 
accepted accounting principles. Management has been 
proactive in disclosing information which typically would only 
be required to be disclosed by enterprises, the securities of 
which are traded in a public market. 


Where appropriate, the consolidated financial statements 
include amounts based on management’s best estimates and 
judgements. Financial information presented elsewhere in this 
annual report is consistent with that in the financial statements. 


In support of its responsibilities, management maintains 
financial and management control and information systems and 
management practices which are of high quality, consistent 
with reasonable cost. These systems and practices are designed 
to provide reasonable assurance that relevant and reliable 
financial information is produced and the assets are 
safeguarded and controlled in accordance with the Financial 
Administration Act and regulations, as well as the Canada Post 
Corporation Act and by-laws of the Corporation. Internal 
audits are conducted to assess management systems and 
practices, and reports are issued to the Management Executive 
Committee and the Audit Committee of the Board. 


The Board of Directors ensures that management fulfills its 
responsibilities for financial reporting and internal control 
principally through the Audit Committee, which is composed 
of the Chairman of the Board of Directors and four directors 
who are not employees of the Corporation. The Audit 
Committee meets regularly to oversee the internal audit 
activities of the Corporation, and at least annually to review the 
consolidated financial statements and the external auditors’ 
report thereon and recommend them to the Board of Directors 
for approval. 


Canada Post Corporation is a Crown corporation named in 
Part II of Schedule III of the Financial Administration Act 
since 1989. Accordingly, each year, the Governor in Council 
appoints the Corporation’s external auditors after giving 
consideration to the recommendations of the Corporation’ s 
Audit Committee on this matter. Deloitte & Touche were 
reappointed for the current fiscal year. They audit the 
consolidated financial statements and report to the Audit 
Committee as well as the Minister responsible for Canada Post 
Corporation. In contrast, the Auditor General of Canada is 
appointed by the Governor in Council as the auditor, or a joint 
auditor, of each parent Crown corporation named in Part I of 
Schedule III of the Financial Administration Act. 
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All parent Crown corporations are subject to a special 
examination at least once every five years and at such 
additional times as the Governor in Council, the appropriate 
Minister or the board of directors of the corporation to be 
examined, may require. The special examination, a type of 
value-for-money audit, serves to provide an independent 
opinion to the board of directors on whether the corporation’ s 
financial and management control and information systems and 
management practices were maintained in a manner that 
provided reasonable assurance that: the assets of the 
corporation were safeguarded and controlled; the financial, 
human and physical resources of the corporation were 
managed economically and efficiently; and the operations of 
the corporation were carried out effectively. A special 
examination is carried out by the auditor of a parent Crown 
corporation. The Auditor General of Canada jointly with Ernst 
& Young carried out the last special examination in respect of 
the Corporation. Their examination covered the period from 
November 17, 1993 to March 31, 1994. 


Georges C. Clermont 
President and Chief Executive Officer 


Ottawa, Canada 
May 1, 1998 








AUDITOR’S REPORT 


TO THE MINISTER RESPONSIBLE FOR CANADA POST 
CORPORATION 


We have audited the consolidated balance sheet of Canada 
Post Corporation as at March 28, 1998, and the consolidated 
statements of income and retained earnings and of cash flows 
for the year then ended. These financial statements are the 
responsibility of the Corporation’s management. Our 
responsibility is to express an opinion on these financial 
statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


CONSOLIDATED BALANCE SHEET AS AT 
(in millions of dollars) 


March 28 March 29 
ASSETS 1998 1997 





Current assets 
Cash and short-term investments 





(NOS RS Ie eee tecasesenessnaaawane 611 393 
ACCOUNTS TECEIVADLC secre. stecsensnecanenceresaus= PHD 277 
Prepaid EXPENSES ........::sceeeeseeseneeseesensees 70 7 67 

953 (3. 


Segregated cash and investments 





CINGLEZAN exseerreee erehe neeees ceneesnetarnenerencceveens 386 293 
Capital assets (Note 5)......:::-ssscesesseeserseseees 1,448 1,560 
Other assets: (NOte 6) ..c.s25c<.2.ctssecseenceonsesnsans 132 136 

PPS) 2,726 


In our opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position of 
the Corporation as at March 28, 1998, and the results of its 
operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting 
principles. As required by the Financial Administration Act, 
we report that, in our opinion, these principles have been 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation 
and of its wholly-owned subsidiaries that have come to our 
notice during our audit of the consolidated financial statements 
have, in all significant respects, been in accordance with Part X” 
of the Financial Administration Act and regulations, the 
Canada Post Corporation Act and the by-laws of the 
Corporation and its wholly-owned subsidiaries. 


Deloitte & Touche 
Chartered Accountants 


Ottawa, Canada 


May-1, 1998 
LIABILITIES AND EQUITY March 28 March 29 
OF CANADA 1998 1997 





Current liabilities 
Accounts payable and accrued 


Tiabillitiies: 2am scesceeee te -aceeestasaespenaueesceure 387 314 
Salaries and benefits payable ............-++ B25 286 
Deferred reVemUeS .........4+<..-5-cenccoove-naamaveenes 163 181 














Outstanding money orders ............+ see 33 37 
Current portion of long-term debt .............. 85 84 
993 902 

Long-term debt (Note 7) ......:.:ccscesesseeesseseesees 166 171 
Termination and post-retirement benefits....... 605 524 
1,764 1,597 

Equity of Canada (Note 8) .....::sscesesseeeeeees LASS 29 
2,919 2,726 





The accompanying notes are an integral part of these financial statements. 
Approved on behalf of the Board: 


ANDRE OUELLET 
Chairman of the Board of Directors 


G. PREFONTAINE 
Chairman of the Audit Committee 
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CONSOLIDATED STATEMENT OF INCOME 
AND RETAINED EARNINGS 

YEAR ENDED 

(in millions of dollars) 








March 28 March 29 
































1998 1997 
REVenUe Irom OPCLAatlONS race. qecteeseeeee-or-<s 5,066 5,085 
Cost of operations 
Salaniesy sere a8 Sas 5s eons. 2,511 Pili 
BX) WTS) I iain pecnerrcecA cere Ch erence een 531 531 
Collection, processing and 
AE LIV ORY ie cecrteacatostnetsescuaoress eorcse eet 819 810 
PNECOMMO Call Ollieccceeccmeecdesn ac seeeere esse 261 260 
Amortization of capital assets 
HNC OG Wil lsc ee asters see eaees sasece Sea 193 176 
Other costs of operations 698 663 
5,013 4,951 
Income from operations ............:0ecceeeeees 53 134 
Non-operating income (expense) 
Investment and other income ................ 22 18 
MIME CTESU eccrses sss sncisases-ceer cdcencsesves cst vestevens (30) (34) 
(8) (16) 
Income before income taxes...............4. 45 118 
Income taxes (Note 10))...2......:.....c0s0cee0s 9 6 
BNETHINC OMICS: .csccesecee<sates ates scvetiecs:cesedueccneass 36 1 
Deficit, beginning of year.................... (226) (328) 
(190) (216) 
[DY RAGES Callen Ace eee Re 10 10 
PSHGIP VED OL Veal .-ccrenunesecestecse teasers (200) (226) 





The accompanying notes are an integral part of these financial statements. 


CONSOLIDATED STATEMENT 
OF CASH FLOWS 

YEAR ENDED 

(in millions of dollars) 








March 28 March 29 




















1998 1997 
Cash provided by (used in) 
Operating activities 
INGthincO mie neesearccsttrsettecsseevestroreo encase. 36 112 
Items not requiring cash 
Amortization of capital assets............ 186 169 
Amortization of other assets .............. 7 16 
Loss on disposal of capital assets....... 2 
Gain on disposal of long-term 
UMVES TONG Tileeesteee cet enreee ce (14) 
Accrued termination and post- 
TEtiement DEMCLS 7. .s.-eceresenesese 104 103 
333 388 
Termination and post-retirement 
Deneiits pay Me Mises eeree rer ee eererent see (23) (20) 
Change in non-cash working capital 
(NOD) eee ee eee eee 92 22 
402 390 
DAV SNGN, cirescuteces eras setae ec evan vascroseots (10) (10) 
Financing activities 
Decrease in long-term debt.................... (4) (24) 
Investing activities 
Increase in segregated cash 
ANGMNIVESEMISMtS ee ee ees eeeeeeeereeeeere eee (93) (40) 
Acquisition of capital assets is (80) (101) 
Proceeds on disposal of capital assets ... 6 72 
Proceeds on disposal of long-term 
IWAN ASISLTBOTES N1 -cecrnanceeenproeeosectbenencoonscoror 47 
IMcreasemmloihetassetsurescsseeceeces (3) 
(170) (22) 
Increase in cash and short-term 
IMVESTIMEDIS <5 eres eccsstesasesGteeeas eeeataat 218 334 
Cash and short-term investments at 
[OXSFEatinh iN GVEA COE SELENE 5s crrcnonoseocsianannneenoccocac 393 59 
Cash and short-term investments at 
endl Ofiy Cainer ates ence een etveeceess 611 393 





The accompanying notes are an integral part of these financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 28, 1998 


l. 


Incorporation 


The Corporation was established by the Canada Post 
Corporation Act in 1981 to operate a postal service on a 
self-sustaining financial basis while providing a standard of 
service that will meet the needs of the people of Canada. 
The Corporation is a Crown corporation included in Part II 
of Schedule III to the Financial Administration Act and is 
an agent of Her Majesty. The subsidiary, PCL Courier 
Holdings Inc. (Purolator), is managed independently, also 
on a self-sustaining financial basis. 


Significant accounting policies 


These consolidated financial statements have been 
prepared in accordance with generally accepted accounting 
principles in Canada. A summary of the significant 
accounting policies of the Corporation follows: 


(a) Consolidation 


The consolidated financial statements of the 
Corporation include the accounts of its wholly-owned 
subsidiaries, Canada Post Systems Management 
Limited, Canada Post Holdings Limited (which has a 
controlling interest in PCL Courier Holdings Inc.) and 
CINA Holdings B.V. (up to October 31, 1996, at 
which point, subsequent to the sale of its interest in 
G.D. Net B.V., it was liquidated). 


Goodwill arising on the acquisition of subsidiaries is 
amortized on a straight-line basis over 20 years. 


(b) Fiscal year-end 


Canada Post Corporation and its wholly-owned 
subsidiaries end their fiscal year on the last Saturday 
in March. Both the fiscal year ended March 28, 1998, 
and the fiscal year ended March 29, 1997, included 
52 weeks. 


In contrast, PCL Courier Holdings Inc.’s fiscal year 
ends on April 3, 1998, and includes 52 weeks. Its 
fiscal year ended on April 4, 1997, included 53 weeks. 


(c) Capital assets and amortization 


Land, buildings and equipment transferred from the 
Government of Canada on incorporation were 
recorded at their fair value at that date, determined as 


follows: 

Land —market value based on 
existing use 

Buildings —amortized replacement cost 


Plant equipment, 
vehicles, sales 
counter and office 
furniture and 
equipment, and 
other equipment 


—amortized replacement 
cost or original 

cost less estimated 
amortization 


A-110 


The market value of land and the amortized 
replacement cost of buildings transferred by the 
Government of Canada were determined by 
independent appraisals. 


Acquisitions subsequent to incorporation are recorded 
at cost. 


The Corporation has an agreement with both the 
National Archives of Canada and the Canadian 
Museum of Civilization to operate, administer and 
maintain a Canadian Postal Archives and a Canadian 
Postal Museum, respectively, containing philatelic 
material, postal artifacts, a postal library and exhibits 
that trace the history of the mail and other 
memorabilia. These collections, exhibits and books of 
undetermined value are not for resale and are recorded 
at a nominal cost. 


Amortization is provided on a straight-line basis over 
the estimated useful lives of the following assets: 
Buildings 

Leasehold improvements 


30 and 40 years 

Initial fixed lease — 
term plus period of 
first renewal option 
Plant equipment 3 to 30 years 
Vehicles (other than passenger 

and light-duty commercial) 
Sales counter and office 

furniture and equipment 
Other equipment 


6 to 10 years 


3 to 20 years 
5 to 15 years 


Amortization is provided on a diminishing balance 
basis at an annual rate of 30 per cent for all passenger 
and light-duty commercial vehicles. 


(d) Revenue recognition 


Amounts received for which services have not been 
rendered prior to the end of the year are deferred. 


(e) Termination and post-retirement benefits 


Canada Post employees are entitled to specified 
termination benefits, calculated at salary levels at the 
time of termination, as provided under collective 
agreements or conditions of employment. The present 
value of the projected costs of termination benefits, as 
determined by actuarial valuation, is recorded in the 
accounts as a long-term liability using an accrued 
benefits method. Such benefits accruing to employees, 
as well as gains and losses arising from actuarial 
valuation, are included in current operations. 


In addition, Canada Post provides certain health care 
benefits to eligible retirees. Current service costs have 
been determined by actuarial valuation and included in 
current operations using an accrued benefits method. 
Past service costs have also been determined by 
actuarial valuation and are being amortized over the 
expected average remaining service life of the 
employee population. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 28, 1998—Continued 


3. Cash and short-term investments 


Purolator Courier Limited employees are not entitled 
to these termination and post-retirement benefits. 


(f) Pension plan 


Canada Post employees are covered by the Public 
Service Superannuation Plan administered by the 
Government of Canada. Under present legislation, 
contributions made by the Corporation to the Plan are 
limited to an amount equal to the employees’ 
contributions on account of current service. These 
contributions, which amounted to $100 million 
(1997—$100 million), are included in current 
operations. The Corporation is not required under 
present legislation to make contributions with respect 
to actuarial deficiencies or indexation payments under 
the Public Service Superannuation Act. 


Substantially all of Purolator Courier Limited’s full- 
time and eligible part-time employees are covered by 
defined benefit and defined contribution pension 
plans. The cost of pension benefits earned by 
employees in defined benefit pension plans is 
determined using the projected benefit method 
prorated on service and is charged to expense as 
services are rendered. Adjustments arising from plan 
amendments, experience gains and losses and changes 
in assumptions are amortized over the estimated 
average remaining service life of the employee groups. 
The actuarial value of pension assets represents the 
market value of these assets. The actuarial present 
value of accrued pension benefits attributed to service 
rendered up to March 28, 1998 is $38 million (1997— 
$34 million), and the approximate market value of the 
Company’s pension fund assets as at March 28, 1998 
is $44 million (1997—$35 million). 


(g) Income taxes 


The Corporation follows the deferral method of 
income tax allocation. 


(h) Measurement uncertainty 


The preparation of financial statements in conformity 
with generally accepted accounting principles requires 
management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported 
amounts of revenues and expenses during the 
reporting period. Actual results could differ from those 
estimates; however, such differences would not be 
expected to have a material impact on these financial 
statements. 


Canada Post Corporation 


Cash and short-term investments consist of cash and 
investments rated R-1 with maturities, at the date of 
purchase, of less than 12 months. Such short-term 
investments are carried at cost, which approximates fair 
value due to the short period to maturity. The weighted 
average internal rate of return on the investments held as at 
March 28, 1998 is 4.72% (1997—3.13%). 


Segregated cash and investments 


The Corporation has segregated certain cash and 
investments for the sole purpose of managing cash flows 
relating to the employee termination benefits liability. 
Investments are valued at amortized cost. These 
investments are held in investment grade securities with 
maturities currently ranging from 1 month to 21 years. The 
weighted average internal rate of return on the investments 
held as at March 28, 1998 is 6.97% (1997—7.59%). 


The fair value of the investments is based on rates 
currently available on instruments with similar terms and 
maturities. The fair value of segregated cash and 
investments as at March 28, 1998 is $404 million (1997— 
$299 million). 


Capital assets 


1998 1997 
Accu- 
mulated 
amorti- 


Cost zation Net Net 





(in millions of dollars) 


Wear seeie cst eaten cas 253 253 258 
BUTI OSeeeee eee seeeerer 1,202 669 533 560 
Leasehold 

improvements............... 118 56 62 66 
Plantequipmentse.cs-----: 695 424 271 325 
WEbIGLES i: sectesescscceeseeorcetstae 9] 84 7 10 


Sales counter and 
office furniture 





and equipment.............. 324 239 85 90 
Other equipment................ 470 233 237 251 
35158 1,705 1,448 1,560 
Other assets 
1998 1997 


(in millions of dollars) 


Goodwill, net of 


accumulated amortization .............. 110 117 
(Oi oo) Crane he cracPeciec co crush Ren Eee eee 22 a ‘19 i, 
132 136 








NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 28, 1998—Continued 


7. Long-term debt The fair value, at March 28, 1998, of the 10 year loan 


1998 1997 





(in millions of dollars) 


10 year loan from the 
Government of Canada due 


April 1998, interest at 9.705%....... 80 80 
Non-redeemable bonds maturing 
March 2016, interest at 10.35%..... 55 55 


US $85 million Senior Notes 
issued in two series by 
Purolator Courier Limited 
due March 2004: 


Series A US $50 million carrying 
interest at 10.08% with 
principal payments due in equal 
instalments over the last five 
years of the term and Series B 
US $35 million carrying interest 
at 9.83% with principal 
payments due over the term. 
The Notes are secured by 
substantially all of the assets of 
Purolator Courier Limited 
without recourse to Canada Post 
Corporation. Under the 
indenture, Purolator Courier 
Limited is subject to certain 
financial and other covenants 
throughout the term of the debt. .... ills) 119 


Purolator Courier Limited entered 
into a series of cross currency 
interest rate swaps in order to 
hedge the future U.S. dollar 
principal and interest payments 
into Canadian dollars at rates 
varying between $1.376 and 
$1.348 and an effective interest 
rate of 11.6%. 


Subordinate notes issued by PCL 


Courier Holdings Inc. due 
October 1998, interest at 12.5%. ... | ] 








251 255 
MESS CUInENL POLUMOMMt ce ccentrerseceess- ar 85 84 
166 171 








Interest expense on long-term debt was $27 million 
(1997—$28 million). 


The annual amounts of principal payments to meet long- 
term debt obligations are as follows: 


(in millions 
of dollars) 


85 
16 








from the Government of Canada due April 1998 
approximates its book value due to the short period of time 
to maturity (1997—$84 million). The fair value of the non- 
redeemable bonds maturing March 2016 is based on rates 
currently available to the Corporation for debt with similar 
terms and maturity. Their fair value as at March 28, 1998 is 
$83 million (1997—$71 million). 


Purolator has determined the fair value of the Senior 
Notes at March 28, 1998, as $134 million (1997— 
$133 million) by calculating the cost of repaying the notes, 
as specified in the agreement with the noteholders. It is not 
Purolator’s intention to repay this debt or these swaps prior 
to their maturity dates at which time it will be settled for 
their stated values in the financial statements. 


Purolator has two currency swaps outstanding. The first 
swap hedges the principal and interest payments of the 
original Senior Notes. In May 1996, Purolator entered into 
an additional currency swap arrangement to hedge the 
changes in the terms of the Senior Notes. The fair value of 
these swaps has been determined by the calculation of the 
cost of unwinding the swap with the counterparty at market 
rates. The fair market value for the swaps at March 28, 
1998, is a loss of $3 million (1997—loss of $9 million). 


The carrying value of the subordinate notes issued by 
PCL Courier Holding Inc. is considered to approximate its 
fair value. 








Equity of Canada 
1998 1997 
(in millions of dollars) 
Contnbuted capitalise yer aenves-crwerrence 1,355 I) 3's: 
|B Yes ites Bem actecr saciaen hy ercreeernn core cteeco-cacccn (200) (226) 
Equity of Canada..............scscscceeensereees ifilee} 1,129 








The Canada Post Corporation Act provides for the 
establishment of a share capital structure. The Corporation 
is authorized to issue shares to the Government of Canada 
based on the net asset value of the Corporation on the date 
of the first issue of shares, as determined by the Board of 
Directors, with the approval of the Treasury Board. No 
such shares have been issued. 


Change in non-cash working capital 


1998 1997 





(in millions of dollars) 


Decrease (increase) in accounts 





TECEIVADILE Sintverececventerateereereeeenseeres 5 (26) 
Increase in accounts payable and 

ACCME Mabe eres ccssssssecsssenenes 73 14 
Increase in salaries and benefits : 

PAY ADS teeenesteeccensorarsorneansnenreec es et-me 3h) DS 
(Increase) decrease in other non- 

cash working capital............:.::00 (25) 9 

92 22 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 28, 1998—Continued 


10. Income taxes 


ili, 


IDR 


On March 27, 1994, Canada Post Corporation became a 
prescribed Crown corporation for tax purposes and, as 
such, is subject to federal income taxes under the Income 
Tax Act, Canada. 


As at March 28, 1998, consolidated tax loss carry- 
forwards and net unclaimed tax deductions in the amount 
of approximately $370 million (1997—$421 million) are 
available to reduce future years’ income otherwise subject 
to income taxes. The benefit of these items will be 
recognized as a reduction of income tax expense in the 
consolidated financial statements in the year they are 
realized. 


Contingencies 


(a) Two complaints have been filed with the Canadian 
Human Rights Commission alleging discrimination by 
the Corporation concerning work of equal value. The 
Corporation is presenting its evidence before the 
Tribunal with respect to one complaint and the 
Commission has not begun its investigation of the 
second. The outcome of these complaints is not 
currently determinable. Settlement, if any, arising from 
resolution of these matters will be recovered in future 
postal rates (as determined in accordance with the 
Canada Post Corporation Act) and/or from the 
Government of Canada. Accordingly, no amounts are 
recorded in these financial statements. 


(b) The Corporation is involved in various claims and 
litigation in the normal course of business for which 
provisions have been made to the extent determinable. 


(c) Employees are permitted to accumulate unused sick 
leave. However, such leave entitlements do not vest 
and can be used only in the event of illness. The 
amount of accumulated sick leave entitlements which 
will become payable in future years cannot reasonably 
be determined. Payments of sick leave benefits are 
included in current operations. 


Commitments 


The Corporation’s future minimum payments with 
respect to computing and communications utility services, 
as well as facilities and other operating leases with terms in 
excess of one year, are as follows: 


(in millions 

of dollars) 
Tee atl es Re Bee tes em RR 220 
OO eee nen eanee Me Seen cae a ese rene Saaet one vuceseee en cseees 188 
PC) tee eter ae AM ea nner ene eta, Teed tae 161 
NDZ srsctectesccceancsanseanscoenn iyi tor ae eaaieeetee keene coe 103 
LAN) Bern cocsenreeseane vecutoceee took Gees oon rear science cae 81 
DMO4s andithenrecaltehnamecmcecs ee: eases cere ectitacsste ears: ees 184 
937 
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14. 


CPC reached an agreement with the minority 
shareholders in Purolator to postpone any exercise by the 
minority shareholders of their rights to put their shares of 
Purolator to CPC under the 1993 Purolator Shareholders’ 
Agreement until at least June 30, 1998, with a further 
extension to December 31, 1998 available at the option of 
CPC. Under the original agreement, the minority 
shareholders had the right to put their shares to CPC after 
December 31, 1996. If they exercise the put rights, the 
minority shareholders would sell their shares in Purolator 
to CPC at an agreed price of $61 million. 


Related-party transactions 


The Corporation had the following transactions with 
related parties in addition to those disclosed elsewhere in 
these consolidated financial statements. 


(a) Payments on behalf of postal users 


Where Government policy requires the Corporation to 
provide services at rates less than cost to the 
publications industry, and for concessionary services 
such as Government free mail, literature for the blind 
and Northern Air Stage Services, the Government of 
Canada compensates the Corporation for foregone 
postage revenue from those sources. Compensation 
amounting to $81 million (1997—$84 million) is 
included in revenue from operations. 


(b) Real property 


The Corporation has incurred net operating costs of 
$12 million (1997—$36 million) in respect of real 
property agreements with Public Works and 
Government Services Canada. 


(c) Other 


The Corporation has other transactions with the 
Government of Canada, its agencies and other Crown 
corporations in the normal course of business. 


As a result of all of the above transactions, the amounts 
due from and to these parties are $19 million (1997— 
$27 million) and $34 million (1997—$34 million) 
respectively. 


Financial instruments—Other 
(a) Fair values 


The amounts reported in the consolidated balance 
sheet for all other financial instruments approximate 
their fair values. 


(b) Concentration of credit risk 


The Corporation does not believe it is subject to any 
significant concentration of credit risk. 








NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 28, 1998—Continued 


The amount reported in the consolidated balance sheet 
for accounts receivable includes the impact of netting 
$227 million of gross accounts payable to foreign postal 
administrations against $243 million of gross accounts 
receivable from foreign postal administrations 
($217 million of gross accounts payable and $244 million 
of gross accounts receivable in 1997), the basis used for 
these international settlements. 


15. Disaggregated financial information 


The Corporation has two operating segments: Canada 
Post and PCL Courier Holdings Inc. (Purolator). These 
operating segments are determined on the basis of the legal 
entities which are managed independently, each on a self- 
sustaining financial basis. 


The Corporation has four main product/service lines: 
communications, publications, advertising and physical 
distribution. Communications consists of lettermail, hybrid 
products and electronic services. Publications consists of 
domestic and international newspapers. Advertising 
consists of admail. Physical distribution consists of courier, 
expedited delivery and parcels. 


The Canada Post segment derives its revenues from all 
four product/service lines. The PCL Courier Holdings Inc. 
segment derives its revenues exclusively from physical 
distribution. 


The accounting policies of the segments are the same as 
those described in the significant accounting policies 
(Note 2). 


Transactions occur between the two independent 
segments, Canada Post and Purolator, at normal 
commercial prices and terms comparable to those given to 
other customers and suppliers and without subsidy between 
the two segments. On this basis, Canada Post paid 
Purolator $16 million for air linehaul in 1998 (1997— 
$16 million) and Purolator paid Canada Post $3 million for 
postage in 1998 (1997—$2 million). 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 28, 1998—Concluded 


No individual customer’s purchases account for more 
than 10% of revenues. 






































1998 1997 
Canada PCL Courier Canada PCL Courier 
Post Holdings Inc. Canada Post Post Holdings Inc. Canada Post 
(52 weeks) (52 weeks) Corporation (52 weeks) (53 weeks) Corporation 
(in millions of dollars) 
REVENIMEsIrOM OPCTAHONS sstcst ates oncss- cease acsnevcestearencsire ces 4,217 849 5,066 4,325 760 5,085 
IMCOME*DELOTe tne UNdeEnOted LEIS ssceceeeseater eee tte 197 42 239 261 42 303 
Investment analovbendnc OliGssessr ten te rece tecereseteretesel aataeses 22, 22 18 18 
Amortization of capital assets (176) (10) (186) (160) (9) (169) 
IPELESH EXPENSE ira coedece teres. tccesd. cesses teed Stee rotesonsesedancsbaeweeees (14) (16) (30) (19) Gis) (34) 
MMC OMME LAKES: cass ce ht res aes cease o saw oes const Maes Sosaeas Sect aeaes 68 (5) (4) (9) (5) (1) (6) 
INGHATIC OMICS ere rses rinse cota evactetecmeesiecesunster esaeereeetedsaevaces 24 12 36 95 17 112 
INGEST, Oh eS eB OR Me Rea SE Se oe ene ee ie 2,590 329 2,919 2,425 301 2,726 
PETA TES te crea ee ne aan eee a citer canes cease et woes cxsneteheot 1,555 209 1,764 1,404 193 1,597 
Acquisition of capital assets ............... Beds pete Poor coh PAT crocs 66 14 80 95 6 101 


16. Comparative figures 


Comparative figures have been reclassified to conform 
with the current year’s presentation. 
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CANADIAN BROADCASTING CORPORATION 


MANAGEMENT’S RESPONSIBILITY FOR THE 
FINANCIAL STATEMENT 


The financial statements and all other information presented 
in the annual report are the responsibility of management and 
have been reviewed and approved by the Board of Directors of 
the Corporation. These financial statements, which include 
amounts based on management’s best estimates as determined 
through experience and judgement, have been properly 
prepared within reasonable limits of materiality and are in 
accordance with generally accepted accounting principles. 


Management of the Corporation maintains books of account, 
records, financial and management control, and information 
systems, which are designed for the provision of reliable and 
accurate financial information on a timely basis. These controls 
provide reasonable assurance that assets are safeguarded, that 
resources are managed economically and efficiently in the 
attainment of corporate objectives, that operations are carried 
out effectively and that transactions are in accordance with the 
Broadcasting Act and the by-laws of the Corporation. 


The Corporation’s Internal Auditor has the responsibility for 
assessing the Corporation’s systems, procedures and practices. 
The Auditor General of Canada conducts an independent audit 
of the annual financial statements and reports on his audit to 
the Canadian Broadcasting Corporation and the Minister 
Designate of Canadian Heritage. 


The Board of Directors’ Audit Committee, which consists of 
four members, none of whom is an officer of the Corporation, 
reviews and advises the Board on the financial statements and 
the Auditor’s General’s report thereto. The Audit Committee 
oversees the activities of Internal Audit and meets with 
management, the Internal Auditor and the Auditor General on a 
regular basis to discuss the financial reporting process as well 
as auditing, accounting and reporting issues. 


Perrin Beatty 
President and CEO 


Louise Tremblay 
Senior Vice-President, Resources 


June 15, 1998 


AUDITOR’S REPORT 


TO THE BOARD OF DIRECTORS OF THE CANADIAN 
BROADCASTING CORPORATION AND THE MINISTER OF 
CANADIAN HERITAGE 


I have audited the balance sheet of the Canadian 
Broadcasting Corporation as at March 31, 1998 and the 
statements of operations and proprietor’s equity and cash flow 
for the year then ended. These financial statements are the 
responsibility of the Corporation’s management. My 
responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the corporation as 
at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Broadcasting Act, I report that, in my opinion, 
these principles have been applied, after giving retroactive 
effect to the change in the method of accounting for 
parliamentary appropriations for depreciable capital assets as 
explained in Note 3 to the financial statements, on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part III of the Broadcasting Act and the by-laws of the 
Corporation. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
June 12, 1998 
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BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 


OO 











ASSETS 1998 1997 LIABILITIES 1998 1997 
(Restated (Restated 
Note 3) Note 3) 
Current Current 
Cash and short-term investments............... 38,624 216,137 Accounts payable and accrued liabilities...... 223,605 190,938 
NC COUDIS TECEIVADLG eemeneeaette eee te ee 183,826 109,686 ANGEIMEd WACAILON PAY. .ccssctcseteecesesevessos eset 38,078 40,088 
Program inventory 87,964 96,517 Employee termination benefits .................... 13,191 112,104 
Pre pale XPenses\.-nsccr-scamierecsse oar rac cate 35,094 21,361 Obligations under capital leases (Note 12)... 3,850 10,808 
Deferred MCOme tax -cumracsrrt eee ee ; a 20,523 _ 278,724 353,938 
345,508 464,224 
Kea pitalraGSe tsi (INOUGLS )leammaen mee tee tee 1,142,146 1,185,099 Long-term 
Metemredi char Cesc mannan ee eee cn 25,449 15,416 Employee termination benefits ................0.. 69,932 65,824 
Deferred pension liability (Note 11) ........... 97,639 97,748 
Obligations under capital leases 
(Notetl 2) ree series eee xe teen acne. 385,345 389,276 
Deferred capital funding (Note 9) ................ 746,897 791,877 





1,299,813 1,344,725 
PROPRIETOR’S EQUITY 


Proprietors equity (NOTE 4))\.2s..c..c..c0+0-+0-00+00+-- (65,434) (33,924) 


Commitments and contingencies 
(Notes 13 and 14) 


IPSS AkOS) 1,664,739 1,513,103 1,664,739 


The accompanying notes form an integral part of the financial statements. 














Approved on behalf of the Board of Directors: 


LOUISE TREMBLAY 
Senior Vice-President, Resources 


GUYLAINE SAUCIER 
Director 


MICHEL DOYON 
Director 
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STATEMENT OF OPERATIONS AND PROPRIETOR'’S 
EQUITY FOR THE YEARS ENDED MARCH 31 


(in thousands of dollars) 


De eee 


Revenue 
Advertising and program sales............... 
Specialty services (Note 5) .......-...:0 
MiscellameOus......:<.-sc<:2-ssesenerseanessa-arnvere 


Expense 
Television and radio service costs ......... 
Specialty services (Note 5) .........-:-:+10 
Transmission, distribution and 
COMECHON reset sceevereterssntataeseerey-mare seer 
Radio Canada International .................+ 
Payments to private stations ..........-..+++ 
Corporate management 
Amortization of capital assets...........4+ 
Downsizing program (Note 6)...........++ 





Total expense before taXxeS..........:.::0000+ 


Net operating loss before government 
funding and tax€S..........csceccseersceesoneess 


Government funding 
Parliamentary appropriation for 
operating expenditures (Note 4)........ 
Frozen allotment to offset the 95/96 
repayable advance (Note 4)............++- 


Net funding for operating 
OXPCNGUUPES...ccccsnssseereeneraceroseeeceononnes 
Parliamentary appropriation for 
downsizing program (Note 4)........... 
Funding for Radio Canada International 
(UNIGTIENS) \epconeeonadancostarbebcnet chapaaqenncoas-ce 
Amortization of deferred capital 
fam din ex (NOLE19)) eseseccestesertecssesssa=enas 


Net results of operations before taxes ........ 
Provision for income and large 
corporations taxes (Note 7)... 


Net results of operations for the year......... 
Proprietor’s equity, beginning of year........ 


Working capital funding (Note 4).............. 





Proprietor’s equity, end of year... 


























1998 1997 
(Restated 
Note 3) 
383,306 364,834 
87,383 85,275 
54,603 53,738 
525,292 503,847 
1,065,009 1,129,038 
86,096 85,420 
64,107 65,637 
15,264 15,657 
12,295 16,019 
15,073 15,696 
135,379 117,303 
18,336 (19,312) 
1,411,559 1,425,458 
(886,267) (921,611) 
759,654 854,449 
(56,669) 
702,985 854,449 
41,975 
15,360 5,179 
135,120 116,741 
(32,802) 96,733 
2,708 2,959 
(35,510) 93,774 
(33,924) (131,698) 
4,000 4,000 
(65,434) (33,924) 





The accompanying notes form an integral part of the financial statements. 


STATEMENT OF CASH FLOW 


FOR THE YEARS ENDED MARCH 31 


(in thousands of dollars) 


ooo O—»——waoaowWwv‘°79 


Operating activities 
Net results of operations for the year.... 
Gain on disposal of capital assets......... 
Items not involving cash 
Amortization of capital assets .......... 
Amortization of deferred charges ..... 
Employee termination benefits 
ANG VACAUOM PAY -sesssstatenssesraseere =e 
Deferred pension contribution.......... 
Amortization of deferred capital 
ARUIDCUITO Geaeeesr ee eessceennseesseeansenretten = 
Net change in working capital 
balances excluding cash and 
short-term investments (Note 16).... 


Financing activities 
Parliamentary appropriations 
(Note 4) 

Capital funding .......-.seecceceececeeeeeeees 
Working capital funding 

Proceeds on disposal of capital 
assets/financing from other 
OUSAMIZAUOUS eevee vocnavencnereteeeeeneeetete 





Investing activities 
Acquisition of capital assets ...........0++ 
Capital portion of lease payments......... 
Refinancing of capital lease.................. 
Weferred CMAargeS ie. se-scaserenvecneuscsseneren 


Increase (decrease) in cash and 
short-term investments ...........:::c00e 

Cash and short-term investments, 
beginning Of YEAar........-.-cercs-caetpenescenese- 


Cash and short-term investments, 
(Ciital (PSL. cece co tercenodcen a bomcnaeceLe sco cCooe 

















1998 1997 

(Restated 
Note 3) 
(35,510) 93,774 
(100) (202) 
135,379 117,303 
5,390 14,453 
(96,815) (39,691) 
(109) (57,566) 
(135,120) (116,741) 
(26,130) 17,968 
(153,015) 29,298 
90,140 96,709 
4,000 4,000 
1,287 2,690 
95,427 103,399 
(93,613) (85,874) 
(10,889) (16,533) 
4,792 
(15,423) 

(119,925) (97,615) 
(177,513) 35,082 
216,137 181,055 
38,624 216,137 





The accompanying notes form an integral part of the financial statements. 


Canadian Broadcasting Corporation 








NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1998 


Authority and objective 


The Canadian Broadcasting Corporation was first 
established by the 1936 Canadian Broadcasting Act and 
continued by the 1958, 1968 and 1991 Broadcasting Acts. 
The Corporation is an agent of Her Majesty and all 
property acquired by the Corporation is the property of Her 
Majesty. 


As the national public broadcaster, the Canadian 
Broadcasting Corporation provides radio and television 
services in both official languages incorporating 


(C) 


Capital assets 


Capital assets are recorded at cost, less accumulated 
amortization. The cost of assets constructed by the 
Corporation includes material, direct labour and 
related overhead. Assets recorded as capital leases are 
initially recorded at the present value of the minimum 
lease payments at the inception of the lease. 
Amortization is calculated on the straight-line method 
using rates based on the estimated useful life of the 
assets as follows: 


predominantly and distinctively Canadian programs to —Buildings 33 years 
reflect Canada and its regions to national and regional —Technical equipment 
audiences. Transmitters and towers 20 years 
Significant accounting policies ee ne , eas 
—Furnishings and office equipment 10 years 
The financial statements include the accounts of the —Computers 5 years 
Corporation and its proportionate share of the assets, —Automotive 5 years 


liabilities, revenues and expenses relating to joint venture 
activities. The financial statements have been prepared in 
accordance with generally accepted accounting principles. 
Significant accounting policies are set out below: 


(a) Parliamentary appropriations and deferred capital 
funding 


The Government of Canada mainly finances the 
Corporation. Parliamentary appropriations provided 


Leasehold improvements are capitalized and 
amortized over the remaining terms of the respective 
leases to a maximum period of five years. Amounts 
included in uncompleted capital projects are 
transferred to the appropriate capital asset 
classification upon completion, and are then amortized 
according to the Corporation's policy. 


. ; sy (d) Deferred charges 

for operating expenditures and downsizing expenses 2 
are recorded on the Statement of Operations and Deferred costs incurred in the development of 
Proprietor’s Equity. Parliamentary appropriations for specialty channels and goodwill arising from the 
depreciable capital expenditures are recorded as acquisition of broadcast undertakings are amortized 
deferred capital funding on the balance sheet, and are Over seven years based on a normal license period. 
amortized on the same basis and over the same periods Deferred costs incurred by joint ventures are 
as the related capital assets. Parliamentary amortized over a period of five years. Other deferred 
appropriations for working capital and non depreciable charges are amortized over the period of the respective 
capital assets are credited to Proprietor's Equity. agreements. 

(b) Program inventory (e) Pension cost and obligation 


Program inventory consists of: 


(i) Programs completed and in process of production 
or available for sale 


Programs completed and in process of production 
or available for sale are stated at cost. Cost 
includes the cost of materials and services, and the 
share of labour and overhead expenses applicable 
to programs. 


Program costs are charged to operations as the 
programs are broadcast, deemed unusable, or sold. 


(11) Film and script rights 


The Corporation enters into contracts for film and 
script rights. As payments are made under the 
terms of each contract they are reflected in the 
accounts as prepaid film rights. The film rights are 
charged to operations in accordance with the 
approved program schedule or when deemed 
unusable. 


Canadian Broadcasting Corporation 


The Corporation provides pensions based on length of 
service and final average earnings as classified under 
defined benefit retirement pension arrangements. 


The cost of pension benefits earned by employees is 
determined using the projected benefit method of 
actuarial valuation with projected salary increases 
where appropriate, pro-rated on services and charged 
to operations as services are rendered. This cost 
reflects management's best estimate of the pension 
fund's expected investment yields, and of salary 
escalations, mortality of members, terminations and 
ages at which members will retire. The surplus on the 
introduction of this accounting policy, adjustments 
arising from plan amendments, experience gains and 
losses and changes in assumptions are amortized over 
the estimated average remaining service life of the 
employee group. 








NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1998—Continued 


The difference between the accumulated pension 3. Change in accounting policy 
expense and the employer’s contributions to the 
Pension Fund is reflected in the balance sheet as a 
long-term deferred charge or deferred pension liability 
as the case may be. 


Prior to 1998, capital funding received from the 
Government of Canada was recorded as Proprietor’s 
Equity. Parliamentary appropriations for depreciable 
capital expenditures are now recorded as deferred capital 
(f) Employee termination benefits and vacation pay funding on the Balance Sheet, in order to conform to 
C.LC.A. Public Sector Accounting and Auditing Board 
Exposure Draft on Accounting for Government Assistance, 
and are amortized on the same basis and over the same 
periods as the related capital assets. The effect of this 


Employee termination benefits and vacation pay are 
expensed as the benefits accrue to employees under 
their respective terms of employment. 


Termination benefits are calculated on an actuarial change in accounting policy, which has been applied 
basis taking into account the future expected retroactively, is a reduction in Proprietor’s Equity and an 
payments, the probabilities of payment and discount to increase in deferred capital funding on the balance sheet of 
the valuation date. The present value of the projected $746,897,000 (1997—$791,877,000), and an increase In 
cost is recorded as a liability. net results of operations for the year of $135,120,000 
(1997—$116,741,000). This accounting change does not 
Vacation pay is calculated at the salary levels in effect have any impact upon the Corporation’s operating surplus 
at the end of the year for all unused vacation pay or deficit on a government funding basis. 


benefits accruing to employees. 

4. Parliamentary appropriations 
Since a major portion of the liabilities for these items 
represent costs which will be funded mainly from Par liamentary appropriations approved and the amounts 
appropriations received from the Government of received by the Corporation during the year are as follows: 
Canada in the future, these items do not have an 
impact upon the Corporation’s operating surplus or 
deficit on a government funding basis. 1998 1997 


(a) Parliamentary appropriations approved and received 





: in th 
(g) Other post-employment benefits Cen Ee Se 


Approved appropriations for 




















In addition to pension and termination benefits, the Operating funding 
Corporation provides life insurance benefits to its —Annual funding............. 769,014 818,329 
retired employees. The costs related to this benefit are err aatetle capi aeion 
expensed as incurred by the Corporation during the “S pundinetoeRer wnt 
post-retirement period. (Note) eee rece (9,360) 
(h) Measurement uncertainty 759,654 854,449 
—Frozen allotment to 
The preparation of financial statements in accordance offset the 1995-96 
with generally accepted accounting principles requires as ee ee 
management to make estimates and assumptions that vee dct thereon One (56,669) 
affect the reported amount of assets and liabilities at 103.085 aed ade 
the date of the financial statements and the reported = : 
amounts of income and expenses during the reporting 
period. Employee termination benefits, deferred Funding for downsizing 
pension liability and contingent liabilities are the most tid career gn ag Pe OE oer 
significant items where estimates are used. Actual 
results could differ from those estimates. Capital funding (Note 9)......... 105,740 140,829 
— Less transfer to 
operating 
IRERA ERA econcee ceca Saxe: 36,120 
— Less transfer to 
1998-99 (1997-98) 
fiscal year \?............. 15,600 8,000 
90,140 96,709 
Working capital funding......... 4,000 4,000 


—— 
—————ooOOOOOOOOOOOOOOOOelelee 


ad Aes : 
) In the event that significant changes in current year 


requirements occur, amounts are transferred from one vote to 
another or reprofiled from one fiscal year to the next through 
Appropriation Acts tabled in the House of Commons. 

In 1995-96, the Corporation received a $50 million repayable 
advance to be recovered in future years through reduced 
funding levels. 
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NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1998—Continued 


(b) Reconciliation of net results of operations to 
government funding basis 


The Corporation receives a significant portion of its 
funding through Parliamentary appropriations, which 
is based primarily on cash flow requirements. Items 
recognized in the Statement of Operations and 
Proprietor’s Equity in one year may be funded through 
Parliamentary appropriations in different years. 
Accordingly, the Corporation has different net results 
of operations for the year on a government funding 
basis than on a generally accepted accounting 
principles basis. These differences are outlined below: 
1998 1997 





(in thousands of dollars) 


Net results of operations 





LOTSA Cannes werent tse Soe nen (35,510) 93,774 
Items expensed but funded in other 

EATS rctsdresccosote seen ec aceisnnteneceo: 30,429 (52,820) 
Net results of operations on a j oe ey 

government funding basis.............. (5,081) 40,954 


Government funding surplus 
(deficit), beginning 
Of the sy eaters eects sesesenestces 34,525 (6,429) 


Government funding surplus 
(deficit); end of the year................. 29,444 34,525 





5. Speciality services and Radio Canada International 
(a) Specialty services 


The Corporation operates CBC Newsworld, Réseau de 
l'information (RDI) and Galaxie under license 
conditions that the operations be reported on an 
incremental cost and revenue basis. All services use 
previous years’ surplus carryforwards to fund current 
year activities. At March 31, the cumulative net 
operating surplus carried forward to future years’ 
activities for CBC Newsworld totalled $2.2 million 
($0.5 million for 1997) and for RDI, $33,000 ($7,000 
for 1997). 1997-98 was Galaxie’s first year of 
operations and the results are according to plan. 

















March 31, 1998 March 31, 1997 
Revenue Expense Net Revenue Expense Net 
(in thousands of dollars) 
OB GINGWS WOE Cos ceccees maar feeders rare e aces reece esau sansa neal 55,816 54,122 1,694 54,677 54,817 (140) 
31,263 3237 26 30,598 30,603 (5) 
304 Wi (433) 
87,383 86,096 1,287 85,275 85,420 (145) 
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NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1998—Continued 


(b) Funding for Radio Canada International 


1998 1997 





(in thousands of dollars) 


Parliamentary appropriation 


(Note4 ee eee ee 9,360 
Contribution agreement with 
Government of Canada.......... 6,000 5,179 





Funding for Radio Canada 
Intemational srry .veanteeeecsra sees 15,360 Sy 








6. Downsizing program 


The Corporation completed its cost reduction efforts to 
address the impact of the budget cuts announced by the 
Government of Canada. The downsizing program resulted 
in the departure of employees through incentive programs 
and lay-offs. 


1998 1997 





(in thousands of dollars) 


Employee termination and 
OCDEH COSES tesserae ee eseacaeaeaes ences (8,431) 18,991 
Pension expense ".........e:sessceesereeress 26,767 (38,303) 


18.356 (19,312) 





The Corporation has requested further assistance from 
the Government of Canada to fund the cost of the 
downsizing program. 


‘” The pension costs of the downsizing program were adjusted upward 
by $26.8 million (1997—38.3 million reduction) to reflect 
management's revised cost estimates for terminations and 
retirements. 


7. Income and large corporations taxes 


The Corporation is a prescribed federal Crown 
corporation under Part LXXI of the Income Tax 
Regulations and is subject to the provisions of the Income 
Tax Act (Canada). The Corporation is not subject to 
provincial income taxes on its own activities. 


The provision for income and large corporations tax is 
comprised of: 


1998 1997 





(in thousands of dollars) 


Current tax expense (recovery) ......... (17,815) 4,624 
Metered itaxesmscsresecwsceseee estes eer cs 20,523 (1,665) 


2,708 2,959 





The Corporation’s net provision for tax results primarily 
from large corporations tax. 


10. 


The Corporation has net timing differences of 
$75.7 million (1997—$58.1 million) resulting from items 
reported for tax purposes in different periods than for 
accounting purposes, the benefit of which has not yet been 
recognized in the financial statements. These timing 
differences generally result from the accrual of pension and 
severance pay costs, and capital cost allowance on its long 
term capital lease where funding for the lease obligation is 
provided over several years. Capital cost allowance is not 
claimed on other capital assets, as the related capital 
funding is usually received in full in the same year in 
which the asset is acquired. 


Capital assets 





1998 1997 

Accu- 
mulated Net Net 
amorti- book book 


Cost zation value value 





(in thousands of dollars) 


Land feccses.sseesss 35,515 35,519 35,560 
Buildings............ 359,123 192,132 166,991 166,475 
Technical 

equipment...... 1,043,599 614,633 428,966 446,376 
Furnishings, 

office 

equipment 

and 

computers ...... 71,950 49,263 22,687 29,693 
Automotive......... 32,862 21,208 11,654 8,945 
Leasehold 

improve- 

ISOs core TELA 5,601 1,620 2,394 
Property under 

capital 

leases erten te 511,652 76,692 434,960 450,246 
Uncompleted 

capital 

DLOJECtSaazeset 39,753 ES 45,410 


2,101,675 959,529 1,142,146 1,185,099 











Amortization expense of $15.3 million (1997—$14.8 
million) relate to property under capital lease. 


Deferred capital funding 
1998 1997 





(in thousands of dollars) 


Balance, beginning of year................ 791,877 811,909 


Parliamentary appropriation for 
depreciable capital expenditures 





(NOte 4) icevcvseesstearsseten erent sntese cece 90,140 96,709 
Amortization of deferred capital 

mith Os secscc ives devscausverancectcatscere ise (135,120) (116,741) 
Balance, end! Of yeatsceratserceneres- cee 146,897 791.877 








Joint venture activities 


The Corporation has net equity of $4.0 million (1997— 
$5.4 million) in joint business ventures which is accounted 
for using the proportionate consolidation method. 
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NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1998—Continued 


11. CBC pension plan 


The Corporation maintains a contributory defined 
benefit pension plan covering substantially all employees 
of the CBC. Retirement benefits are based on the length of 
pensionable service and on the average of the best five 
consecutive years of pensionable salary in the last ten years 
of employment. 


The accrued pension benefits are determined using the 
projected benefit method prorated on service and 
management’s best estimate of future economic events. 


Employees are required to contribute a percentage of 
their pensionable salary to the Plan, with the Corporation 
providing the balance of the funding, as required, based on 
actuarial valuations, which are made at least on a triennial 
basis. 


Projections from an actuarial valuation prepared for 
accounting purposes show an estimated present value of 
accrued pension benefits of $2,673.9 million as at 
March 31, 1998 (1997—$2,601.0 million) which includes 
$16.2 million (1997—11.4 million) of unfunded retirement 
benefits. The actuarial value of the pension fund assets as 
at March 31, 1998 was $2,926.1 million (1997— 
$2,765.2 million). 


1998 1997 





(in thousands of dollars) 


GhirrentisenviGelCOStsmsa wanes cera 39,121 35,728 
Accrued interest on net pension 











PLAN! ASSIS) case cessnexessicueseeesseceedes.aess (12,076) (6,411) 
Amortization of past 

SELVICE PAINS (MEL) /c.scccaceersstssessss es (22,381) (16,669) 
Adjustment for plan curtailment 

due to workforce reduction............. 

26,767 (38,303) 
BC pensiomiexpense ager. caterer. B12431 (25,655) 
Deferred pension liability, 

Be gmnIN SOh yeatmec eee seers 97,748 155,314 
IPEDSIOI Ox PCDSe re ee eee eee 31,431 (25,655) 
Pension plan contributions 

and benefit payments: .2-.-.---c-.s------- (31,540) (31,911) 
Deferred pension liability, 

CndlOi vedi eset re reese ee 97,639 97,748 
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12. Obligations under capital leases 


Ney, 


Capital leases consist mainly of premises occupied by 
CBC in Toronto. 


Future minimum lease payments and obligations are as 
follows: 


(in thousands 
of dollars) 





33,099 

33,084 

33,039 

33,039 

g 333039 

iRhereattets tor 02 cme eee wy rameecote ace cance rcertins 809,449 

Total future minimum payments............c:csceseneees 974,749 
Deduct imputed interest (7.53%) and 

EXE CULORVEC OSES) cctcereraceuestserrestuenssapaesacecoumecsunees 585,554 

Obligation under capital lease.............eeeseseeseeneeee 389,195 

eSsiCUEre nt ONLIO lmeeearcrascre earn anaes ser ae sece ore 3,850 

on Sten PORiO MN eweore sar eeeee. cesses se tseeee zone eee 385,345 


CBC owns the land on which the Toronto Broadcast 
Centre is located. 


Commitments 
(a) Program related and other 


As at March 31, 1998, commitments for sports rights 
amounted to $583.5 million; procured programs, film 
rights and co-productions amounted to $70.9 million 
and capital assets amounted to $9.8 million for total 
commitments of $664.2 million. 


(b) Operating leases 


Future annual payments related to operating leases are 
as follows: 


(in thousands 
of dollars) 








DOOA2 0 OO rcrmmerercttrs a sacoetacn sewer seneamveeenrrae: 5,242 
MotallfubunespayMEntSwrn-csssecseueneassccnccteneere-e> 183,483 


(c) Joint venture activities 


The Corporation's proportionate share of commitments 
related to joint venture activities totalled $5.5 million. 








NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1998—Concluded 


14. 


3). 


16. 


Contingencies 


Various claims and legal proceedings have been 
asserted or instituted against the Corporation, including 
some, which demand large monetary damages or other 
relief, which could result in significant expenditures. 
Litigation is subject to many uncertainties, and the outcome 
of individual matters is not predictable. A provision for 
these expenditures has been recorded based on 
management’s best estimate. It is reasonably possible that 
the Corporation may have to settle some of these claims for 
amounts in excess of established provisions in the near 
term. Any such costs will be charged to operations as 
incurred. 


Related party transactions 


The Corporation is related in terms of common 
ownership and enters into transactions with other 
Government departments, agencies and Crown 
corporations in the normal course of business on normal 
trade terms applicable to all individuals and enterprises. 
Transactions with the Government of Canada are outlined 
in Note 4. 


Net change in non-cash working capital balances 


1998 1997 


18. 


Ih, 


Year 2000 


The Corporation may experience the effects of the Year 
2000 Issue before, on, or after January 1, 2000. The effects 
on operations and financial reporting, if not addressed, may 
range from minor errors to significant systems failure, 
which could affect CBC’s ability to conduct normal 
business operations. While plans have been developed to 
meet internal requirements, with regular reports made to 
senior management and the Board of Directors, it is not 
possible to ensure that all aspects of the Year 2000 Issue, 
including those related to the efforts of customers, 
suppliers, or other third parties, will be fully resolved. 


Comparative figures 


Certain of the 1997 comparative figures have been 
reclassified to conform to the curent year’s presentation. 








(in thousands of dollars) 


Cash provided by (used for) 
Accounts receivable ..............:.0000 (74,140) (1,066) 
PEO PT aIMMMVeNLOLY ee ee eee tee t 8,553 9,035 








Prepaid expenses........... (CISE733) 12,305 
Deferred income taxes................... 20,523 (1,665) 
Accounts payable and 
accrued abilities! ..c..ee.ss-esenee 32,667 (641) 
(26,130) 17,968 


. Financial instruments 


Short-term investments, accounts receivable and 
accounts payable are valued at cost, which approximates 
fair market value. The Corporation invests in the short-term 
money market (maximum term to maturity 91 days). 
Securities are limited to those that are 100% guaranteed by 
the Government of Canada. The overall portfolio yield for 
the fiscal year ending March 31, 1998 was 3.72% (4.78% 
at March 31, 1997). 





Canadian Broadcasting Corporation 





CANADIAN COMMERCIAL CORPORATION 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The financial statements of the Canadian Commercial 
Corporation and all information in this annual report are the 
responsibility of management and have been approved by the 
Board of Directors. The statements have been prepared in 
accordance with generally accepted acounting principles, using 
management’s best estimates and judgements, where 
appropriate. Financial information presented elsewhere in the 
annual report is consistent with the statements. 


In discharging its responsibility for financial reporting, 
management maintains and relies on financial and management 
control systems and practices which are designed to provide 
reasonable assurance that transactions are authorized, assets are 
safeguarded, and proper records are maintained. These controls 
and practices are intended to ensure the orderly conduct of 
business, the accuracy of accounting records, the timely 
preparation of reliable financial information and adherence to 
corporate policies and statutory requirements. 


The Audit Committee oversees management’s 
responsibilities for maintaining adequate control systems and 
the quality of financial reporting. The Corporation’s external 
auditors have full and free access to the Audit Committee to 
discuss the results of their work and to express their concern 
and opinions. 


The independent auditor, the Auditor General of Canada, is 
responsible for auditing the transactions and financial 
statements of the Corporation, and for issuing his report 
hereon. 


Robert G. Wright 
President 


Mike Pantazi 
Director, Risk and Financial Services 
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AUDITOR’S REPORT 
TO THE MINISTER FOR INTERNATIONAL TRADE 


I have audited the balance sheet of the Canadian 
Commercial Corporation as at March 31, 1998 and the 
statements of operations and retained earnings and changes in 
financial position for the year then ended. These financial 
statements are the responsibility of the Corporation’ s 
management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, I report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Canadian Commercial Corporation Act and 
the by-laws of the Corporation. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 5, 1998 








BALANCE SHEET AS AT MARCH 31, 1998 
(in thousands of dollars) 


























ASSETS 1998 1997 LIABILITIES 1998 1997 
Cash and short-term deposits (Note 3)...... 46,640 55,050 Accounts payable and accrued 
Accounts receivable (Note 4)..........:::00 179,871 123,703 liabilities (Note 4)... 186,459 135,640 
Advances tolsupplicts ccect-.csetaserreesteseres: 40,664 35,382 Advances from customers 62,166 59,236 
Progress payments to suppliers..............4+. 39,890 37,404 Progress payments from Customers ............:.:00+ 38,389 36,715 
Provision for additional contract costs 
(NOtE:5) acpi cect eee ue erence eens 1,522 1,642 
Employee termination benefits..............:ccecee 1,012 1,054 
289,548 234,287 
Contingencies (Note 7) 
EQUITY OF CANADA 
@ontributed sump lis eceeceesettscenetemeenererereseees 10,000 10,000 
Retained earmin ese verses: stares csccsverenerseant 7,517 T2o2 
177 2a 
307,065 Pips s3}3i) 307,065 2ales3g 








The accompanying notes are an integral part of the financial statements. 
Approved by the Board: 


ROBERT G. WRIGHT 
Chairman and President 


ANDRE TREPANIER 
Director 
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STATEMENT OF OPERATIONS STATEMENT OF CHANGE 






































AND RETAINED EARNINGS IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1998 FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) (in thousands of dollars) 
1998 1997 1998 1997 
Revenues Financing activities 
Contract billings (Note 8)............000 9D85 209 904,637 Parliamentary appropration.................. 10,738 10,941 
Interest and Other InCOMeC.s.-.er-..erssrenes 3,504 2,907 Par ae 
956,757 907,544 Operating activities 
Receipts: from) CUStOMIENS). <c1s-e4eeenseeress- 900,708 831,262 
Expenses Ae Interest and other income received....... 3,504 2,907 
Cost of contract billings (Note 8)......... 953,253 904,637 Payments to suppliers.......c.sscesseessseeee (910,360) (832,475) 
Additional contract costs ............0:00 261 254 Administrative payment.............00.0+.-+ (13,000) (13,448) 
Administrative expenses.............::000 13,716 12,966 Se 
Se Cash used in operating activities 
967,230 917,857 (NGI) ho ctor, cece ene (19,148) (11,754) 
Net results of operations before Decrease in cash and short-term _ : 
parliamentary appropriation... (10,473) (10,313) RDO SN eae ke ccc a ieatetcs tiers (8,410) (813) 
Parliamentary appropriation ............:.000 10,738 10,941 Cash and short-term deposits at 
Net results of operations after besinninerolsycaneeers nares ease : 55,050 55,863 
parliamentary appropriation................ 265 628 Cash and short-term deposits 
Retained earnings at beginning of year.... 7,252 6,624 Abend ob year re Re 46,640 55,050 
Retained earnings at end of year.............. 7,517 7,252 The accompanying notes are an integral part of the financial statements. 





The accompanying notes are an integral part of the financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998 


1. Nature, organization and funding 


The Corporation was established in 1946 by the 
Canadian Commercial Corporation Act and is an agent 
Crown corporation listed in Part I of Schedule III to the 
Financial Administration Act. 


The Corporation generally acts as the prime contracting 
agency when other countries and international 
organizations wish to purchase products and services from 
Canada. Contracts are made with foreign governments, 
international organizations and other buyers. 
Corresponding supply contracts are entered into with 
Canadian firms by the Corporation. 


The Government has provided the Corporation with 
$10 million as contributed capital. The Corporation also 
has authority to draw loans from the Consolidated Revenue 
Fund in amounts up to a total of $10 million as required to 
supplement its working capital. Annually, the Corporation 
seeks funding for its operations through a parliamentary 
appropriation. 


The Corporation is not subject to the provisions of the 
Income Tax Act... 


Significant accounting policies 


These financial statements are prepared in accordance 
with generally accepted accounting principles. A summary 
of significant policies follows: 


(a) Contracts 


The Corporation records its contract billings, and 
related costs, when a delivery has taken place thus 
passing title to the customers, or, in the case of 
progress payments, upon receipt of progress billings 
from suppliers for work performed. 


The Corporation uses the percentage-of-completion 
method when accounting for contracts involving 
progress payments. The cost of contract billings and 
related revenues are recognized on receipt of progress 
billings from suppliers. Since title has not yet passed 
to customers, the Corporation recognizes the progress 
payments made to suppliers as an asset and the 
progress payments received from customers as a 
liability. The related progress payments are reduced 
when deliveries are accepted by the customer. 


Progress payments from customers and to suppliers, 
represent payments made by foreign buyers and to 
Canadian exporters respectively on contracts where 
the partial recoupment of costs (usually up to 80%), 
associated with the work performed on a contract 
leading up to delivery, is allowed. These payments are 
not loans. Given that the payment flows through to 
the Canadian exporter, the liabilities are essentially 
offset on the asset side of the balance sheet. 


Advances from customers and to suppliers, represent a 
down payment made at the outset of the contract, 
before any work has been performed, as agreed upon 
by the foreign buyer. These payments are not loans. 


Additional contract costs incurred primarily as a result 
of suppliers failing to fulfil their obligations to the 
Corporation are determined on a contract-by-contract 
basis. These costs are recorded in the statement of 
operations in the year in which the non-performance is 
identified and the additional costs to be incurred by the 
Corporation are reasonably determinable. 


(b) Foreign currency translation 


Assets and liabilities denominated in foreign 
currencies are translated into Canadian dollars at the 
year-end exchange rates. Revenues and expenses are 
translated at the average exchange rates for the month 
in which the transactions occur. Exchange gains and 
losses arising from translation of foreign currencies 
are included in other income. 


Contracts with foreign customers and corresponding 
contracts with Canadian suppliers are generally 
entered into in the same currency. The Corporation 
uses this and other techniques in order to effectively 
transfer currency risk to the supplier. 


The Corporation maintains some working capital in 
other currencies to facilitate the cash flow between 
foreign customers and Canadian suppliers. 


(c) Pension plan 


Employees of the Corporation are covered by the 
Public Service Superannuation Plan administered by 
the Government of Canada. Under present legislation, 
contributions made by the Corporation to the Plan are 
limited to an amount equal to the employees’ 
contributions on account of current service. These 
contributions represent the total pension obligations of 
the Corporation and are charged to operations on a 
current basis. The Corporation is not required under 
present legislation to make contributions with respect 
to any actuarial deficiencies of the Public Service 
Superannuation Account. 


(d) Employee termination benefits 


Employees of the Corporation are entitled to specified 
termination benefits, calculated at salary levels in 
effect at the time of termination, as provided for under 
collective agreements and conditions of employment. 
The liability for these benefits is recorded in the 
accounts as the benefits accrue to employees. 


The liability for employee termination benefits is 
estimated by management based on current 
entitlements. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


3. Cash and short-term deposits 


As at March 31, 1998, cash and short-term deposits 
include: 


Year ended March 31 
1998 1997 





(in thousands of dollars) 
Unencumbered balances 

















WES dollarsrse: terete. es eee 22,808 24,225 
PGES FEnlint puree een tere 650 535 
@anadianidollans.cesse-s-oes ceneeeeee 1,036 3,283 
24,494 28,043 
Held in trust 
WeSadollans cessesescescctesncc cosets 8,455 2,867 
Strata COUAnSees ents ccce ses ances 678 5,229 
IDCUISCHEMIATKG Si eerncss teeta oa. cates 2,156 8,844 
(Canadian Gd Quans et sccsk sce cess ees 10,857 10,067 
22,146 27,007 
Total 
WES Sdollanseee rere ieee eens 31,263 27,092 
Other CuTENCIS <aeasssescceesseesseotossce 3,484 14,608 
Canadian @ollans ie:.s1.s:-c.<s-ceceense ee 11,893 135350 
46,640 55,050 


Interest earned on cash and short-term deposits held in 
trust is credited to the customer. The Corporation invests 
in short-term deposits in Canadian Schedule A banks. 
Average term to maturity is less than 21 days. The overall 
portfolio yield at March 31, 1998 was 5.2% (1997—4.9%). 
Cash and short-term deposits are valued at cost which 
approximates the market value. 


Accounts receivable and accounts payable 


Accounts receivable are due on normal trade terms and 
are non-interest bearing. 


Accounts payable are due on normal trade terms, except 
those due to small and medium sized enterprises which are 
paid within 15 days. In neither case is interest payable. 


As at March 31, 1998 the Corporation has net accounts 
receivable from foreign governments of $179,361 ,000 
(1997—$123,260,000). 


Provision for additional contract costs 


The Corporation may incur additional contract costs 
should suppliers not fulfil the terms of their contracts. The 
Corporation has recorded a provision of $1,522,000 as of 
March 31, 1998 (1997—$1,642,000), representing 
management's best estimate of the additional costs which 
will be incurred by the Corporation to meet its contractual 
obligations. 


Contractual obligations 


The Corporation is obligated to fulfil numerous 
contracts with foreign customers. The total contract value 
remaining to be fulfilled approximates $1.1 billion as at 
March 31, 1998 (1997—$1.3 billion). 


Under the Progress Payment Program the Corporation 
also indemnifies participating banks for amounts they have 
advanced to the Corporation’s suppliers. The Corporation 
has a claim through the bank to offset these indemnities. 
The amount of outstanding indemnities as of March 31, 
1998 is $4,719,000 (1997—$6,400,000). 


Contingencies 


The Corporation was served with a statement of claim 
wherein the plaintiff, a supplier, seeks substantial damages 
arising out of alleged losses from contracts completed in 
1993. Based on the advice from legal counsel, the 
potential liability of the Corporation and the consequent 
damages arising from any such liability are, at present, not 
determinable. 


In December 1997, the Corporation was served with a 
statement of claim wherein a foreign buyer alleged that 
goods manufactured by a Canadian supplier did not meet 
the specifications contained in a contract signed in 1992. In 
accordance with the terms of the back-to-back domestic 
contract executed between the Canadian supplier and the 
Corporation, the Canadian supplier has taken the lead in 
retaining and instructing counsel to defend the matter and 
will also be responsible for indemnifying the Corporation 
in the event any damages are awarded against it. While the 
damages being claimed by the plaintiff are significant, the 
external counsel has advised the Corporation that the 
plaintiff is having difficulty in substantiating its 
allegations. The damages arising from this action are, at 
present, not determinable. 


Amounts, if any, payable for either claim by the 
Corporation will be recorded in the year in which they can 
be determined. 


Contract billings 


Contract billings are distinct from Corporate business 
volume which is the term used to describe the total value of 
contracts and amendments signed during the year. Business 
volume for the year ended March 31, 1998 amounted to 
$1.020 billion (1997—$859 million). 


The Corporation facilitates the sale of Canadian goods 
to foreign governments, international agencies and other 
buyers throughout the world. Contract billings were 
distributed as follows: 


Year ended March 31 





1998 1997 





(in thousands of dollars) 


U.S. Government and buyers.............. 628,363 581,134 

Other foreign governments and 
DULY GIS facacee eerste ateeccess seaate-anttanats 298,560 BS, 9 51, 
United Nations Agencies..............06 26,330 7,546 
953,253 904,637 
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NOTES TO FINANCIAL STATEMENT 
MARCH 31, 1998—Concluded 


9. 


Related party transactions 


The Corporation is related in terms of common 
ownership to all Government of Canada created 
departments, agencies and Crown corporations. The 
Corporation enters into transactions with these entities in 
the normal course of business. The Corporation had the 
following transactions with related parties in addition to 
those disclosed elsewhere in these financial statements. 


(a) Public Works and Government Services Canada 


Generally, Public Works and Government Services 
Canada provides contract management services to the 
Corporation at predetermined negotiated rates based, 
in part, on the amounts of contracts procured, and 
provides certain functions at cost. For the year ended 
March 31, 1998 the cost of these services amounted to 
$3,701,000 and are included in the administrative 
expenses. 


On one specific contract, Public Works and 
Government Services Canada provides the 
Corporation with contract management services at no 
cost to the Corporation. It is estimated that the cost of 
this service would approximate $1 million. The value 
of these services is not recorded in the Corporation’ s 
accounts. 


(b) Department of Justice 


The Department of Justice represents the Corporation 
in certain matters. The Corporation pays for legal fees 
and expenses incurred in connection with specific 
actions. For the year ended March 31, 1998 the cost of 
legal fees and expenses for specific actions amounted 
to $608,000 (1997—$484,000) and are included in the 
administrative expenses. 


As a result of all related party transactions, the 
amounts due from and to these parties are $240,000 
(1997—$165,000) and $1,098,000 (1997—$273,000) 
and are included in the accounts receivable and 
accounts payable respectively. 


In addition, government departments provided the 
Corporation with certain administrative services 
without charge. The value of these services is not 
recorded in the Corporation’s accounts. 


10. Insurance 


While the Corporation follows the practice of self- 
insuring, specific insurance is carried relating to fraud, 
computer hardware and software, office furniture and 
fixtures, and travel accident and medical. 


. Lease commitments 


In March 1995, the Corporation entered into a ten-year 
lease agreement for office space effective October 1, 1995. 
The annual payments for the duration of the lease will 
approximate $775,000. 
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14. 


Reconciliation of net results of operations before 
parliamentary appropriation to cash used in operating 
activities 
Year ended March 31 
1998 1997 








(in thousands of dollars) 


Net results of operations before 








parliamentary appropriation........... (10,473) (10,313) 
Adjustments to reconcile net results 
to net cash used by operating 
activities 
(Increase) decrease in accounts 
PECCIVADICSS nouucssesereeainectenees ois (56,168) 151 
(Increase) decrease in advances 
LOUSUP PSUS ies eecaeecestererceess (5,282) 35,167 
(Increase) decrease in progress 
payments to suppliers............... (2,486) 26,160 
Increase in accounts payable 
and accrued liabilities .............. 50,819 10,663 
Increase (decrease) in advances 
ARORMGUSTO MMC LS eseeccrtareee ener eee 2,930 (46,095) 
Increase (decrease) in progress 
payments from customers ........ 1,674 (26,874) 
Increase (decrease) in provision 
for additional contract costs ..... (120) (700) 
(Decrease) increase in employee 
termination benefits ................. (42) 87 
otal adj usStine its cence. ecereetenaneeressers (8,675) (1,441) 
Cash used in operating activities ........ (19,148) (11,754) 


Uncertainty due to the Year 2000 Issue 


The Year 2000 Issue arises because many computerized 
systems use two digits rather than four to identify a year. 
Date-sensitive systems may recognize the year 2000 as 
1900 or some other date, resulting in errors when 
information using year 2000 dates is processed. In 
addition, similar problems may arise in some systems 
which use certain dates in 1999 to represent something 
other than a date. The effects of the Year 2000 Issue may 
be experienced before, on, or after January 1, 2000, and, if 
not addressed, the impact on operations and financial 
reporting may range from minor errors to significant 
systems failure which could effect an entity’s ability to 
conduct normal business operations. It is not possible to be 
certain that all aspects of the Year 2000 Issue affecting the 
entity, including those related to the efforts of customers, 
suppliers, or other third parties, will be fully resolved. 


Comparative figures 


Certain 1996-97 figures have been reclassified to 
conform with the current year presentation 
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CANADIAN DAIRY COMMISSION 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED JULY 31, 1998 
WERE NOT AVAILABLE AT DATE OF PRINTING 





Canadian Dairy Commission 


CANADIAN DAIRY COMMISSION 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The financial statements of the Canadian Dairy Commission 
and all information in this annual report are the responsibility 
of management. The statements have been prepared in 
accordance with generally accepted accounting principles, 
using management’s best estimates and judgements where 
appropriate. Financial information presented elsewhere in the 
annual report is consistent with the statements provided. 


In discharging its responsibility for financial reporting, 
management maintains and relies on financial and management 
control systems and practices designed to provide reasonable 
assurance that transactions are authorized, assets are 
safeguarded, and proper records are maintained. These controls 
and practices ensure the orderly conduct of business, the 
accuracy of accounting records, the timely preparation of 
reliable financial information and the adherence to 
Commission policies and statutory requirements. The process 
includes management’s annual communication to employees 
of Treasury Board’s guidelines on conflict of interest and code 
of conduct. 


The Audit Committee of the Canadian Dairy Commission, 
made up of the Commissioners, oversees management’ s 
responsibilities for maintaining adequate control systems and 
the quality of financial reporting. The Commission’s internal 
and external auditors have free access to the Audit Committee 
to discuss the results of their work and to express their 
concerns and opinions. 


The transactions and financial statements of the 
Commission have been audited by the Auditor General of 
Canada, the independent auditor for the Government of 
Canada. 


Gilles Prégent, 
Chairman 


Paul Simard, 
Director of Finance 


AUDITOR’S REPORT 
TO THE MINISTER OF AGRICULTURE AND AGRI-FOOD 


I have audited the balance sheet of the Canadian Dairy 
Commission as at July 31, 1997 and the statement of 
operations and funding by producers and the statement of dairy 
support program operations and costs funded by the 
Government of Canada for the year then ended. These 
financial statements are the responsibility of the Commission’s 
management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Commission 
as at July 31, 1997 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, I report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Commission 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Canadian Dairy Commission Act and the 
by-laws of the Commission. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
September 26, 1997 
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BALANCE SHEET AS AT JULY 31, 1997 
(in thousands of dollars) 





























ASSETS 1997 1996 LIABILITIES 1997 1996 
( CENSI STR es cece Se oa ee nee EE eS NOES 753 Accounts payable and accrued liabilities 
Accounts receivable CINOTeY/ereeee cree ttre eeccecee ee 38,815 33,734 
AWN GEN(ON GIS. S) herrereceeresccerec aac ree ccreeeracere 8,231 13,911 Subsidies payable to producers................... 23,808 18,638 
Government of Canada (Dairy Support Loans from Government of Canada 
PLO SHAM) is devetcewevecte nie <tstecnet ceseccqascseavcenecs 23,947 18,645 (GN@tEiS)) Baer ere ents eect eetendteces 103,387 75,266 
Recoverable expenses from the pooling 166,010 — TP S127-638 
PYCv{0] Nal Rey ee SPO Oa tas Oh COO RTS ee 2,871 2 a, who 
PrOGUCSLNE WleSican ni seacadsesseres sh nsae 7,502 Pooling account (Note 5) 
Inventories (Note 4) 126,345 105,821 Bank indebtedness (Note 9)................... 3,274 
Ocean containers (net of $548 accumulated Due to provincial marketing boards 
AMOPUZATIOD eeerenenes-cese eres ectettees eek tseees eas 1,071 and agencies (INOUE1G))-.cseccssseecoseseses 8,648 12,440 
163,218 146,006 Due to Canadian Dairy Commission ..... 2,871 127 
14,793 12,567 
Pooling account (Note 5) 
(OEIC) Due sepals. adnate Bree ai tec Rae et 1,427 
Due from provincial marketing boards 
andrapenciesy (INOtEtG) Pee ae aes tee 14,793 11,140 
14,793 12,567 


(Deficiency) excess at end of year 
(Note iO) aie atetrencesesesbacent ovecest Sonceccectes (2,792) 18,368 
178,011 158,573 178,011 158,573 


The accompanying notes and schedule are an integral part of these financial statements. 











Approved: 


GILLES PREGENT 
Chairman 


LOUIS BALCAEN 
Vice-Chairman 


PAUL SIMARD 
Director of Finance 
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STATEMENT OF OPERATIONS 

AND FUNDING BY PRODUCERS 

FOR THE YEAR ENDED JULY 31, 1997 
(in thousands of dollars) 






























1997 1996 
EXPO SALES overs, avecsncvecsenstentsancacscecamtcasnsss 207,261 212,042 
Costiof sales eyscaverecrreccceereck cote cerene tes 210,175 243,442 
Wosstontexport salesesceumescrcsesecvsesstceares 2,914 31,400 
Domestic sales 84,814 90,945 
Costiotigales 2555 au ccsacers coeusase eeccpeeeceescans 81,900 92.064 
(Margin) loss on domestic sales..............+. (2,914) ih Ae) 
MoOtalOSSOn Sales ecreescgestanestseetereeeressseces Spee) 
Assistance and €XPeMnseS.............:ssecesseeeee 2UAST 21,991 
Motall(cost Of operatlomsic vewescce=-coseesssese ZIEIST, 54,510 
Less portion of administrative 
expenses funded by the Government 


Of Ganacdlae ce vvkrse.ccersseeesoseecte snes cers 2,297 2,339 





Net cost of operations funded by 
PLOCUCERS eerste rac ecamerry Aceatesen ntarsse ssc 18,860 Deal 















Funding by producers (Note 11) 15,800 64,550 
(Deficiency) excess of funding of net 
COSHOMOPETAU ONS sameeren rears: scsccxecsorecee (3,060) 2379 
Excess at beginning of year.............::00 18,368 41,611 
15,308 53,990 
Refunds of previous years’ 
EXCESS) (NOOO) everscesecreccueeeseareeseraceeesa 18,100 35,622 
(Deficiency) excess at end of year............ (2,792) 18,368 





The accompanying notes and schedule are an integral part of these financial 
statements. 


STATEMENT OF DAIRY SUPPORT PROGRAM 
OPERATIONS AND COSTS FUNDED BY THE 
GOVERNMENT OF CANADA 

FOR THE YEAR ENDED JULY 31, 1997 

(in thousands of dollars) 











1997 1996 

Subsidies to producers of industrial 

jaa Weirehotal Ce) Reve bal cer coscmcasnsbo toocneaocNS 150,021 184,958 
Adiministrativeexpensesiavrnintsresesceeres- 2297 2339 
Costs of production and dairy 

POLICY StUGISSH scecesstetecsevank cvaenserscesscees 877 347 
Total costs funded by the Government 

Of Canada Jissceccetece-ceeertee-sreseteseen ses 153,195 187,644 





The accompanying notes and schedule are an integral part of these financial 
statements. 


NOTES TO FINANCIAL STATEMENTS 
JULY Sin 1997 


1. The Commission 


The Canadian Dairy Commission (the “Commission”), 
is an agent Crown corporation named in Part I, Schedule III 
to the Financial Administration Act and is not subject to 
the provisions of the Income Tax Act. The objects of the 
Commission, as established by the Canadian Dairy 
Commission Act (CDC Act), are “to provide efficient 
producers of milk and cream with the opportunity of 
obtaining a fair return for their labour and investment and 
to provide consumers of dairy products with a continuous 
and adequate supply of dairy products of high quality”. 


The Commission administers the dairy support program 
funded by the Government of Canada, under which it 
makes subsidy payments to producers. In cooperation with 
the Canadian Milk Supply Management Committee 
(CMSMC), which it chairs, the Commission undertakes the 
management and administration of operations funded by 
producers. The results of the Commission’s operations in 
each of these areas are presented in the Statement of Dairy 
Support Program Operations and Costs Funded by the 
Government of Canada, and in the Statement of Operations 
and Funding by Producers, respectively, in order to 
distinguish the accountability relationships for them. 


The Commission purchases all butter and skim milk 
powder tendered to it at either the Canadian support price 
or at the international market price, depending on the 
intended resale markets. While a major portion of the 
butter purchased by the Commission is later resold in the 
domestic market, most of the skim milk powder is in 
excess of domestic needs and is exported. The Commission 
sells production surplus to domestic requirements in the 
form of whole milk products, skim milk powder and butter 
on international markets. 


On behalf of the industry, since August 1995, the 
Commission has administered a pricing and pooling of 
market returns system which provides milk components to 
further processors and exporters through processors at 
competitive prices. 


2. Significant accounting policies 
Inventories 


Inventories are valued at the lower of cost or estimated 
net realizable value. An allowance for writedown is 
recorded when cost exceeds the latter. 


Allowance for losses on outstanding purchase 
commitments 


The Commission establishes an allowance for losses on 
outstanding purchase commitments based on current 
contracts for export sales. 
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NOTES TO FINANCIAL STATEMENTS 
JULY 31, 1997—Continued 


Foreign currency translation 5. Pooling account 


Substantially all sales in foreign currencies are hedged 
by forward exchange contracts and are translated into 
Canadian dollars at the exchange rates provided therein. 
Sales in foreign currencies that are not hedged are 
translated into Canadian dollars at the exchange rate in 
effect on the transaction date. 


Pension plan 


Employees participate in the Public Service 
Superannuation Plan administered by the Government of 
Canada. The Commission’s contributions to the plan are 
limited to matching the employees’ contributions for 
current service. These contributions are expensed during 
the year in which services are rendered and represent the 
total pension obligations of the Commission. 


Ocean containers 


Ocean containers are recorded at cost. Amortization is 
calculated on the straight line basis over the expected 24 
month period of usage for the containers. 


Accounts receivable—Trade 


Most of the trade accounts receivable are in foreign 
currencies and their Canadian cash value has been 
ascertained through the use of foreign exchange contracts 
as further explained in Note 12. 


These foreign accounts receivable are guaranteed by 
letters of credit, are payable on demand and are 
non-interest bearing. The carrying amount of each 
receivable approximates fair value because of their short 
maturity. 

















Inventories 
1997 1996 
(in thousands of dollars) 
Cost 
BOtte ree Se Rite ete et eit ee 73,014 68,022 
Skim powder ee eee 43,636 34,639 
Other dairy products...............-.00 HIS eilaliy/ 7,003 
127,767 109,664 
Less allowance for writedown —s 
Butter (mainly unsalted).......0.....0.... 2,393 
Skimomillkpow den aes-t-ceccessccs-- ore 1,073 1,450 
Other'dainy Products irercscesescrsesesnres 349 
1,422 3,843 





INGtHDOOK Wal Giserasnscceccassaivavscctestute ieee 126,345 105,821 


With the introduction of a classified pricing and pooling 
of market returns system, the Commission established a 
bank account and a $10 million line of credit with a 
member of the Canadian Payments Association in order to 
provide bridge financing and ensure the efficient operation 
of the pool. In addition to the Class 5 pooling introduced in 
August 1995, the Commission uses the pooling account for 
the operations of the all milk (fluid and industrial) pooling 
market returns system since August 1996. 


As producer monies enter and leave the pool as 
equalization payments from and to provincial marketing 
boards and agencies, the line of credit ensures that 
payments can be made promptly. During the year, certain 
provincial marketing boards and agencies have contributed 
approximately $78 million (1996—$38 million) into the 
pool. These contributions have been used to make 
equalization payments to the other provincial marketing 
boards and agencies net of their share of the Commission’s 
administrative and other operating expenses recoverable 
from the pooling account. 


Due from (due to) provincial marketing boards and agencies 


The due from (due to) provincial marketing boards and 
agencies are receivable (payable) within a month and are 
non-interest bearing. The carrying amount of each 
approximates fair value because of their short term 
maturity. 


Accounts payable and accrued liabilities 


These amounts are incurred in the normal course of 
business, are usually payable within a month and are 
non-interest bearing. The carrying amount of each 
approximates fair value because of their short term 
maturity. 


Loans from Government of Canada 


Loans from Government of Canada, to a maximum of 
$300 million, are available to finance operations. 
Individual loans are repayable within one year from the 
date the loan is made. Principal and accrued interest are 
repaid regularly during the year when funds are available. 
The interest rates during the year were in accordance with 
normal rates established for Crown corporations by the 
government and varied from 4.8626% to 2.8153% (1996— 
7.5225% to 4.5842%). The fair value of the loan 
approximates its carrying value. 
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Loan transactions for the year are summarized as 
follows: 


1997 1996 





(in thousands of dollars) 








Balance at beginning of year...............00+ 75,266 69,334 
BOmOwvall OStreverescer: tencesseessenceniecncrceerecencerer 234,131 307,399 
Payiment sie ere praipsoncoatetns concoct coopecnete (206,010) (301,467) 
Balanceat endl Gt yeatnyerer.-ccceessisescecrerere 103,387 75,266 
Accrued interest at end of year...............-+. 329 434 


Bank indebtedness 


The bank indebtedness incurred under the line of credit 
is due on demand and bears interest at prime which on 
July 31, 1997 was 4.75% per annum. The carrying value of 
the bank indebtedness approximates its fair value. 


. Deficiency/Excess at end of year 


The deficiency at end of year is made up of an 
accumulated deficit of $6.6 million relating to commercial 
sales (export and domestic) and an accumulated surplus of 
$3.8 million relating to the funding of the normal level of 
butter (Note 11). These amounts will be carried forward 
and applied against future funding of their respective 
operations. 


During the course of the year, the Commission has 
refunded to producers $18.1 million which was the 
remainder of the excess of financing by levies for the 
1995-96 dairy year and was approved by the CMSMC at 
its meeting in September 1996. 


. Funding 


Government of Canada (Dairy Support Program) 


Agriculture and Agri-Food Canada provides funding to 
the Commission for subsidy payments to producers of 
industrial milk and cream shipments, produced to meet 
domestic requirements. The rate of subsidy payments was 
$1.055 per kilogram of butterfat or $3.80 per hectolitre of 
milk containing 3.6 kilograms of butterfat (1996—$1.283 
or $4.62 respectively). 


As part of the federal Budget of February 1995, the rate 
of subsidy payments have been reduced by another 15% for 
the dairy year 1996-97. In addition and as a result of a June 
1997 cabinet decision, subsidy payments will be gradually 
phased out with five annual rate reductions of $0.76 per 
hectolitre starting February 1, 1998. As of February 1, 
1998, the rate will be $0.844 per kilogram of butterfat or 
$3.04 per hectolitre. 


The Government of Canada has funded $2.3 million 
(1996—$2.3 million) of the Commission’s administrative 
expenses of $5.2 million (1996—$5.0 million), as well as 
professional services relating to cost of production and 
dairy policy studies. 


Funding by producers 


Producers are responsible for the costs of operations not 
funded by the Government of Canada and are comprised of 
the following: 


Expenses recoverable from pooling activities 


1997 1996 





(in thousands of dollars) 


Dairy product assistance programs 





ANC PLOMO MOM ras.cemteeatenstesererees 8,771 
Administrative expenses and 

Other Charges cce--esseetsectnessete sence 1,838 1,667 
Total producers’ share of charges to 

the pooling account... 10,609 1,667 


Funding of the normal levels of 
butter inventory 


==POOLME ACCOUNt eres ccrereee rans Son 
—In-quota levies ........ccceceeeesseees 5,180 
In=qo tale Vics esrescesees-eentesansencesacrace 57,703 





Motel eee sapen cess cece eres estenenss stone aeass 15,800 64,550 


The pooling account is charged for the producers’ share 
of the Commission’s administrative expenses associated 
with marketing activities and costs for domestic assistance 
programs, as well as the interest and banking expenses for 
maintaining the pooling account. Total producers’ share of 
charges to the pooling account for the year were 
$10.6 million (1996—$1.7 million). 


The pooling account also includes an amount of 
$5.2 million (1996—$5.2 million) which represents 
collections of $0.12 (1996—$0.12) per hectolitre of 
industrial milk to cover the eligible costs associated with 
actual butter inventories up to normal levels determined by 
the Commission and a portion of its administrative 
expenses. 


These operations can be summarized as follows: 


1997 1996 





(in thousands of dollars) 
Excess funding over eligible costs 


at beginning (Of Year. s..-..rc1--c-cceeness 2,219 1,730 
Pum Gin Oi Wee cs acaaccvsnctruseestseeeSeeeseass Sy On 5,180 
BI GIDIECOStS eres vscsaaseceesenasevsessrenereeers (3,643) (4,691) 





Excess funding over eligible costs 
at endioft year nerscenssteeesecatuseseoeenste 3,767 2,219 
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14. 


If). 


16. 


Forward exchange contracts 


As part of its foreign exchange risk management, the 
Commission enters into forward exchange contracts with 
regard to a major portion of its export sales contracts. At 
the end of the dairy year the Commission’s outstanding 
forward exchange contracts totalled the equivalent of 
approximately $30 million Canadian (1996—$100 million 
Canadian) representing amounts in US dollars, 
Deutschemarks and French Francs. These contracts mature 
from August to December 1997. The maturity dates of the 
forward exchange contracts correspond to the estimated 
dates when the Commission should be receiving the 
foreign currency proceeds arising from the execution of the 
concerned export sales contracts. 


Long-term lease 


The Commission is committed under a long-term lease 
for office accommodation ending in 2003. The lease 
contains escalation clauses regarding maintenance costs 
and taxes. The remaining minimum lease payments totalled 
$1,145,290 at year-end. 


The minimum lease payments for the next five years are 
as follows: 


TOO TO 8 sare eracs saree eas cor cae digestsen oe tiuncans oa ldesdactv ad upent sates 173,968 
MOO 8 OO ME reresenageetvteneseseruvisonesaseuteenesiseusediiessuntuesearssese 189,915 
MO OO— OO irecrcsccunecccceoceccptrevctenseostateverencer sectaentacesussar sree 191,365 
DOOR Ore re cextrret cee sscessetes edt icsdeetacatcasctatesoescoasesceversss 191,365 
OU ODF sees vate Mire eee 8ies Se eeeees se peatas cas tsany wa egedtsecdeeaiges 191,365 


Representatives’ fees 


The Commission has used the services of 
representatives for the sale of dairy products on the export 
market. Total fees for the year were $4.6 million (1996— 
$4.4 million) and are included in cost of sales. 


Purchase commitments 


As at July 31, 1997, the Commission was committed to 
purchase butter and skim milk powder produced prior to 
that date at Canadian support prices and other dairy 
products produced prior to that date at negotiated contract 
prices. These commitments amounted to approximately 
$8.1 million (1996—$7.2 million). 


Related party transactions 


Government departments provided the Commission 
with certain administrative services without charge. The 
cost of these services is not recorded in the Commission’s 
accounts. 


17. Financial statement presentation 


A statement of changes in financial position has not 
been included because, in the opinion of management, it 
would not provide any meaningful additional information. 
In addition, certain comparative amounts have been 
reclassified to conform with the presentation adopted in the 
current year. 
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SCHEDULE OF MARKETING OPERATIONS BY PRODUCT 
FOR THE YEAR ENDED JULY 31, 1997 
(in thousands of dollars) 


SS qSuyuavws [ua —E OO 
































1997 1996 
Skim Skim 
milk Evaporated Other milk Evaporated Other 
Butter powder milk products* Total Butter powder milk products* Total 
Bxpoutisalesterceemrcrssccsers: 26,310 80,892 56,467 43,592 207,261 36,146 122,285 35,488 18,123 212,042 
Cost Of Sales iecccsc-sesrttesrare 27,782 80,273 56,564 45,556 210,175 40,326 150,380 34,615 18,121 243,442 
Loss (margin) on 
OXpPOmtisales/ ec ceverssserse-s 1,472 (619) 97 1,964 2,914 4,180 28,095 (873) (2) 31,400 
DOmMeESIC SAleSz-c:-.ceccveexsesaer 77,343 7,471 84,814 84,965 5,980 90,945 
CostiofiSales:.ticeccccsesveneesst> 76,526 5,374 81,900 85,354 6,710 92,064 
(Margin) loss on 
domestic sales .............0 (817) (2,097) (2,914) 389 730 1,119 
Total (margin) loss 
OMISAlGS ay stcsccess et casssencenes 655 (2,716) 97 1,964 4,569 28,825 (873) (2) 32,519 
Assistance and expenses 
Dairy product 
assistance 
—DOMEStIC.........0+..20 38 8,063 312 8,413 (1,608) (Hey? 463 (196) 6,411 
= BX OUb esr. estacecorsyes <= oi 56 93 125 115 9 438 687 
Carrying charges............. 3,983 916 356 366 5,621 4,359 pate? 166 56 5,943 
Inventory writedown........ 1,074 90 258 1,422 2,394 1,450 3,844 
Loss on purchase 
commitments............. 142 14 124 280 
PrOMOUOD ss seceseorceesseeses 44 32 76 62 264 326 
Recovery of doubtful 
ACCOUNS wees. s.avecscsensss (363) (363) 
4,102 10,283 TH? 748 15,905 5.332 10,943 638 (65) 16,848 
Administrative expenses ..... 5,179 5,012 
Pool interest and 
bankecharsesi.ccesec-st-s0rs 49 31 
| DYoyitelaCoy eamrrerre terre roeercatos ceo 24 100 
Total assistance 
ANGIEXDENSES svecesserarersenre PNY 21,991 
Total cost of operations....... PE SSS 54,510 








*Include whole milk powder and cheese 
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CANADIAN FILM DEVELOPMENT CORPORATION 


MANAGEMENT REPORT 


The financial statements of the Canadian Film Development 
Corporation are the responsibility of management and have 
been approved by the Board of Directors of the Corporation. 
The financial statements have been prepared in accordance 
with generally accepted accounting principles and, where 
appropriate, include estimates based on the experience and 
judgement of management. Management is also responsible for 
all other information in the annual report and for ensuring that 
this information is consistent with the financial statements. 


Management maintains books of account, financial and 
management control, and information systems, together with 
management practices designed to provide reasonable 
assurance that reliable and relevant information is available on 
a timely basis, that assets are safeguarded and controlled, that 
resources are managed economically and efficiently in the 
attainment of corporate objectives, and that operations are 
carried out effectively. These systems and practices are also 
designed to provide reasonable assurance that transactions are 
in accordance with the Financial Administration Act and its 
regulations, the Canadian Film Development Corporation Act, 
the by-laws and policies of the Corporation, the Memoranda of 
Understanding and, the Contribution Agreements with the 
Department of Canadian Heritage. 


The Board of Directors is responsible for ensuring that 
management fulfils its responsibilities for financial reporting as 
stated above. The Board exercises its responsibilities through 
the Audit Committee, which consists of directors who are not 
officers of the Corporation. The Audit Committee reviews the 
quarterly financial statements, as well as the annual financial 
statements and related reports; the Committee meets with the 
external auditors annually and, may make recommendations to 
the Board of Directors with respect to these and/or related 
matters. 


The external auditor, the Auditor General of Canada, 
conducts an independent examination of the financial 
statements and reports to the Corporation and to the Minister of 
Canadian Heritage. 


Francois Macerola 
Executive Director 


Danny Chalifour 
Director, Finance and Administration 


Montreal, Canada 


AUDITOR’S REPORT 
TO THE MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheet of the Canadian Film 
Development Corporation as at March 31, 1998 and the 
statements of operations, equity of Canada and changes in 
financial position for the year then ended. These financial 
statements are the responsibility of the Corporation’s 
management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by Financial Administration Act, | report that, in my 
opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, proper books of account have been 
kept by the Corporation and the financial statements are in 
agreement therewith and the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with the Financial Administration Act and regulations, the 
Canadian Film Development Corporation Act and the by-laws 
of the Corporation. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 29, 1998 
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BALANCE SHEET MARCH 31, 1998 

(with comparative figures for 1997) 

(in thousands of dollars) 

Oe pth ts ete et ie pt ae en att al Ee eee Pe Se ees ee eee 


LIABILITIES AND EQUITY OF 




















ASSETS 1998 1997 CANADA 1998 1997 
Current assets Current liabilities 
Tuoansi (Note x3) tee vcceesteessestontereeee cone 2,889 9,022 Accounts payable and accrued liabilities..... 11,729 20,365 
Tn VeEStiments!ioc-cesscssyeacsoncevsverveseessss-<07.pacecee 265 Provision for employee termination 
Receivable from Canada (Note 4)............. 38,112 34,332 benehits sea e272 Aes Oe ececneeaesereeen T5T 697 
AACCOUMIS TEGEIVAD |Ceperererestersrivec-ereennseesaces 3,913 3,816 Deferred lease inducements ............:::csseceeee 110 138 
Pre paldle xpensesivc.-rec-sesterepenanaseescsanesuseoeene 628 376 Bquitylof Canad ava sori wine ateses taut eee 38,701 31,142 
45,542 47,811 
[soans: @NoteyS)) Ow: pecctassevecsencncees es cacousmneceneaes 3,489 2,037 Commitments (note 8) 
In Vestinents rec.ccoccessessneescasastecentee eee 34 Contingencies (note 10) 
Capital assets (Note 5) SyPAY) 2,494 
$1,297 52,342 $1,297 52,342 








See accompanying notes to financial statements. 
Approved by the Board: 


ROBERT DINAN 
Chairman 


Approved by Management: 


FRANCOIS MACEROLA 
Executive Director 
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STATEMENT OF OPERATIONS 

YEAR ENDED MARCH 31, 1998 

(with comparative figures for 1997) 
(in thousands of dollars) 


SS .50—{S{ss——<sXsXKOo 


Assistance expenses 
Production and development 
Canada television and cable production fund (Note 6) 


Re atnire eum teri veeececnsces: seceeeatseee ates Ser, sve Seacoast rere ekceonmees seer ta dere ets civvaiiusoovexdscssrecs 
Gommerctalhoroductiomulitreic ees sores wee caee ssc eeeene tae aae seer erect eae ee oooh cca csescnieancuacetssec 


Production revenue sharing program... 


Oihicialico=producHODs eee ce t.2seseaesesecaeecetcnstencsace athens 
IVA tne Ue Sten ceceecneere sce cesses cet esce sc secisaatsacctsenscseasieee 


Distribution and marketing 


SAL neait han Sii OTE OUMNH dateteseeesraseentncrstarieiesessrer ete oeemtcese ares: aeceetosssececencoscecees 


National and international marketing 


IVSTSIOMM GANG SUB ULE Bac tee eccaccenctuce sees daiccuidcata cerastenecseeecesaescesece sees cestsssiesasevsseeasives 


Complementary activities 


Grantsiro1Ganadianmesuivials p-asseaecnmccerne ste seee steerer. eave tect cu cavunecevsceiacssss sconces 


Industrial and professional development 


RrevarOfesstonalbdeve Open aracstenccerecencttete caetet acon cv eens cree feae eee ssc eusaansveceesseoees 


Participation to foreign festivals 





@ Peralin tex PEUSESi (IN OLEM/y) eevee eam eno Somers ante cee canter smite oan ee iceses okey isssessescesseunest oat 


Cosmomoperations HO they car eesti ee tees Meee eee eset vasa ctee es eaceecsecsucisdsecses sueinnstscvee 


Revenue 
Interest on loans .... 
Other interest 


INGKeOS On operatlomsstomthic ty Cates mates tertre ses. eter satenon ty sent teaseressses-sssvoucenvngizesecsers 


See accompanying notes to financial statements. 


















































1998 1997 
Recoveries on Net Net 
Investments investments amount amount 
111,631 (10,736) 100,895 73,446 
15,897 (4,485) 11,412 18,874 
7,345 (1,317) 6,028 4,004 
3,622 (987) 2,635 5,279 
1,528 (362) 1,166 2,208 
573 (7) 566 277 
489 61 550 Silt: 
141,085 (17,833) 123.252 104,603 
11,845 (6,423) 5,422 8,293 
1,855 (504) iNssisyl| 1,734 
13,700 (6,927) O73 10,027 
2,563 (1,710) 853 1,405 
1,520 1,520 1,595 
1,452 1,452 1,653 
(eS 25) S25) 
S72) Sy?) 593 
52) SP 481 
432 432 424 
282 282 185 
oS; 6,115 4,931 
163,463 (26,470) 136,993 120,966 
14,354 16,018 
151,347 136,984 
(715) (411) 
(208) (129) 
(37) (37) 
(960) (577) 
150,387 136,407 
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STATEMENT OF EQUITY OF CANADA 
YEAR ENDED MARCH 31, 1998 

(with comparative figures for 1997) 

(in thousands of dollars) 














1998 1997 
Balance at the beginning...............:0 31,142 35,604 
Parliamentary appropriation ............00+ 81,146 92,445 
Contributions by the Department of 
@anadtaniHentta Ger reecserverteercncr entrees 76,800 39,500 
Net cost of operations for the year.......... (150,387) (136,407) 
Balancevatithe enGercc..s-secnceusrresseseaceresse 38,701 31,142 








See accompanying notes to financial statements. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED MARCH 31, 1998 

(with comparative figures for 1997) 

(in thousands of dollars) 











Liquidity provided by (used in) 
Operating activities 
Net cost of operations for 
Heat cy cscs cxcecseszencsasescerestensase (150,387) (136,407) 
Items not affecting liquidity 
Increase (decrease) in the 
allowance for loan 


N98) OUI OLE) Oh 3 credoorkcthe renonenccon (249) 7S 
PSIMOLUZAMLOM vevssesneseestssrentsreteeaneces 650 981 
Loss (profit) on disposal of 

GapitalliaSSetS acer tesveeeesetceat scare 20 (8) 
Increase in the provision for 

employee termination benefits.. 60 7 
Decrease in deferred lease 

TMCUCSTOCUUS crea ceetneemeentseranees (28) (28) 





(149,934) (133,740) 
Net change in non liquidity items 
of working capital related to 
OMETAU OMS we earrcecsesnieerevecesnsarsseer: (8,985) 7,776 


(158,919) (125,964) 








Investing activities 





LO aTiGae 2s Oc Meiee oso eee ete tecoss avassxe (5,268) (10,943) 
Reimbursements of loans ..............006 10,198 14,684 
In vectmentsc. cess terasere esac ccesenenees (34) (4) 
Reimbursements of investments......... 265 493 
Acquisition of capital assets............... (423) (700) 
Proceeds from disposal of capital 
ASSEUS So. \essactacecsunanencossaeare tuisvnvie wes 15 By 
4,753 3,562 





Financing activities 





Parliamentary appropriation............... 81,146 92,445 

Contributions by the Department of 
@amadianeMmta ge ceversssensesserecesnse= 76,800 39,500 
157,946 131,945 





Receivable from Canada 





Increase ilicq ii ditiyere.csescscreesetesosnaverese 3,780 9,543 
Balance at the beginning......................... 34,332 24,789 
Balance atthe end tescce-ceecnesseccessnedswerseees 38,112 34,332 





See accompanying notes to financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1998 


1. Authority and activities 


The Corporation was established in 1967 by the 
Canadian Film Development Corporation Act with the 
objective of fostering and promoting the development of a 
feature film industry in Canada. The Corporation has since 
been charged with the administration of the Canadian 
Broadcast Program Development Fund (Television Fund) 
established on July 1, 1983 within the framework of the 
Broadcasting Strategy for Canada as well as with the 
management of various new programs established under 
the National Film and Video Policy of May 1984. The Act 
was amended in June 1994 to grant the Corporation the 
authority to guarantee loans. 


In September 1996, the Minister of Canadian Heritage 
created the Canada Television and Cable Production Fund 
(CTCPF). Created to foster a partnership between the 
government and the industry, this new fund brings together 
the Corporation’s television fund and the cable distributors 
production fund. Two financial assistance programs 
constitute the CTCPF: the equity investment program and 
the license fee program. The Corporation was given the 
responsibility for the management of the equity investment 
program. 


The Corporation is a Crown corporation subject inter 
alia to the provisions of Part VIII of the Financial 
Administration Act as it read before its repeal in 1984 and 
as if it continued to be named in Schedule C of the Act. 


2. Significant accounting policies 
(a) Financing sources of the Corporation 


The Corporation obtains its funds mainly from the 
Government of Canada by means of the parliamentary 
appropriation and the contributions from the 
Department of Canadian Heritage. This financing 
comprises an amount for the Canada Television and 
Cable Production Fund and another amount for the 
development of a feature film industry. The 
parliamentary appropriation and the contributions 
from the Department of Canada Heritage are credited 
to the Equity of Canada. 


(b) Liquidity and amount receivable from Canada 


The financial operations of the Corporation are 
processed through the Consolidated Revenue Fund of 
Canada, thus the absence of bank accounts. For the 
purposes of the financial statements, its liquidity 
consists of a receivable from Canada. The amount 
receivable from Canada is comprised of the unused 
cumulative receipts and the disbursements made after 
year end and related to current year operations. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1998—Continued 


(c) Investments and allowance for losses (e) Interest revenue 


Investments include all forms of assistance granted for 
feature films and Canadian programming, excluding 
loans. Investments are accounted for as follows: 


e Investments granted in return for a share in 
operating revenues and accompanied by pre- 
established obligations to reimburse on a term 
generally not exceeding three years are shown on 
the balance sheet at their face value, less an 
allowance for losses. The allowance for losses is 
determined by examining each investment 
individually and is charged to operations as 
assistance expenses. 


e Investments granted in return for a share in 
operating revenues other than those accompanied 
by pre-established obligations to reimburse as well 
as non-recoverable investments are charged to 
operations as assistance expenses. These expenses 
are charged to operations in the year in which the 
funds are paid or have become payable. 


Recoveries on investments, other than those 
recognized on the balance sheet, are credited to 
operations as a reduction of assistance expenses in 
the year in which the funds are received or have 
become receivable. Any proceeds in excess of the 
related investment are accounted for as revenues. 


(d) Loans and allowance for losses 


The Corporation grants loans for the financing of 
feature films and Canadian programming. Loans are 
shown on the balance sheet at the principal amount 
increased by accrued interest receivable, net of an 
allowance for impairment. The allowance for losses is 
determined by examining each loan individually and is 
charged to operations as assistance expenses. The 
evaluation is based on the receivables taken as security 
as well as the borrower’s financial situation. 


A loan is considered to be impaired as a result of a 
deterioration in credit quality to the extent that the 
Corporation no longer has reasonable assurance that 
the full amount of principal and interest will be 
collected in accordance with the terms of the loan 
agreement. When a loan is considered impaired, the 
carrying amount of the loan is reduced to its estimated 
realizable value by discounting the expected cash 
flows at the effective interest rate inherent in the loan. 


(f) 


(h) 


Interest on loans is recorded as income on an accrual 
basis except for loans which are considered impaired. 
When a loan becomes impaired, recognition of interest 
in accordance with the terms of the original loan 
agreement ceases. 


Other interest revenue 


Other interest revenue is recognized on an accrual 
basis and represents the amounts charged on all 
amounts, other than loans, due to the Corporation, less 
an allowance for losses. This allowance for losses is 
determined by examining each amount individually. 


Capital assets 


Capital assets are recorded at cost. Amortization is 
provided using the following methods and annual 
rates: 





Asset Basis Rate 
Computer 

installations | Diminishing-balance 20% 
Software Straight-line 5 years 
Furniture and 

equipment Diminishing balance 20% 
Leasehold Terms of the 

improvements Straight-line leases 


Employee termination benefits 


On termination of employment, employees are entitled 
to certain benefits provided for under their conditions 

of employment. The cost of these benefits is expensed 
in the year in which they are earned by the employees. 


Pension plan 


Admissible employees participate in the 
superannuation plan administered by the Government 
of Canada. The employees and the Corporation 
contribute equally to the cost of the plan. This 
contribution represents the total liability of the 
Corporation. Contributions in respect of current 
services and admissible past services are expensed 
during the year in which payments are made. The 
Corporation is not required under present legislation to 
make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation 
Account. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1998—Continued 


3. Loans and allowance for losses 


The interest charged on loans does not exceed the prime 
rate, plus 2%. The loans have a term generally not 
exceeding three years. 


As at March 31, the loans are detailed as follows: 








1998 1997 
Allowance Net Net 


Amount for losses amount amount 





(in thousands of dollars) 





TOaMSyiee aconentess 6,378 6,378 11,059 
Impaired loans .... 1,004 (1,004) 
7,382 (1,004) 6,378 11,059 
Less current 
portion............ 3,810 (921) 2,889 9,022 
Shae? (83) 3,489 2,037 


The allowance for losses is detailed as follows: 


1998 1997 





(in thousands of dollars) 








Balanceat beginnino ccc. esesesceeete ses: 2,079 610 
White Olitse eaueen cr ersse. eaeccaeoetrersene: (166) (147) 
IREGONCIICS xo eenesovessescitacusys seeceaterneteee (660) (99) 
ANNO WANDCEt. cane ch zesuannseeuseereet neater as (249) lS 


Balance atrenG secrete ene 1,004 2,079 


4. Receivable from Canada 


As at March 31, the receivable from Canada is detailed 
as follows: 


1998 1997 





(in thousands of dollars) 


Unused cumulative receipts.............. 26,524 14,524 
Disbursements made after 

year end and related to 

Current year Operation... ivesssssess0: 11,588 19,808 


38,112 34,332 





5. Capital assets 





1998 1997 
Accu- 
mulated 
amorti- 
Cost zation Net Net 





(in thousands of dollars) 


Computer 

installations... S733: 2,797 936 1,216 
Software tees 3,179 2,559 620 446 
Leasehold 

improve- 

MCTUS sesame: 1,342 933 409 504 
Furniture and 

equipment ...... 2,060 1,793 267 328 





10,314 8,082 232, 2,494 


6. Canada Television and Cable Production Fund — Equity 


Investment Program 


The Equity Investment Program is financed by a 
contribution from the Department of Canadian Heritage 
and the annual operating budget of the Corporation. The 
cost of operations for the program is detailed as follows: 














1998 1997 
Corpora- 
tion Department Total Total 
(in thousands of dollars) 
Investments 
Canadian 
program- 
TOU eee cee 37,282 57,300 94,582 79,403 
Feature films ..... 17,049 17,049 9,594 
37,282 74,349 111,631 88,997 
Recoveries on 
investments...... (10,641) (95) (10,736) (S555) 
26,641 74,254 100,895 73,446 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1998—Concluded 


7. Operating expenses 


8. 








1998 1997 

(in thousands of dollars) 
Salaries and employee benefits ..... 8,161 8,360 
Rent, taxes, heating and electricity 2,033 2,068 
Professional SeiviGe Siren cesses <= 1,048 1,310 
PMC EXPENSES Vener ssntasesssecersns 1,006 1,083 
MTA V EL S senavivepvesessvansssosboreevecsvanscense 764 657 
PSIMOLUZA TOU ec csescnvexerscscer.ceecee-eeseee 650 981 
Advertising and publications......... 323 224 
Telecommunications ..............00008 230 194 
HTOSPitalluy eam muceovsest onsen eens eoenee 77 85 
Relocation tae ac meetes tim. meee 62 84 
Employee departure programs....... O72 

14,354 16,018 
Commitments 


(a) Projects 


As at March 31, 1998, the Corporation is committed 
contractually to advance funds as loans and 








investments: 
Corporation Department Total 
(in thousands of dollars) 

Canada 

Television 

& Cable 

Production 

Fund—Equity 

Investment 

Progtatilis..:.csess 8,420 17,067 25,487 
Other programs....... 10,558 10,558 

18,978 17,067 36,045 


In addition the Corporation has accepted to finance 


projects that may call for disbursements totalling $604,507. 


Under a production revenue sharing program, the 
Corporation has reserved funds totalling $1,389,079 as at 
March 31, 1998 for the financing of projects yet to be 
submitted under certain conditions. 


(b) Leases 


The Corporation has entered into long-term leases for 
the rental of office space and equipment used in its 
operations. The aggregate minimum annual rentals 
payable during subsequent years are as follows: 


Total 


of dollars) 


IST) ec cee coree ert tanec epee cence RP eCAA TD Cee 2,181 
1,926 
1,943 
1,936 
1,979 

531 


10,496 








(in thousands 





oF 


10. 


, 


Related party transactions 


The Corporation is related in terms of common 
ownership to all Government of Canada created 
departments, agencies and Crown corporations. The 
Corporation enters into transactions with these entities in 
the normal course of business. 


Contingencies 


The Corporation guarantees the reimbursement of loans 
or debts incurred by third parties with financial institutions 
within the loan guarantee program. The total amount of the 
Corporation’s guarantees cannot exceed, at any time, 
$25,000,000. The interest rate cannot exceed the lending 
institutions’ prime rate plus 2%, and eligible security must 
be obtained from the borrower. The guarantees as at 
March 31, 1998 totalled $2,106,740 (1997—$1,587,800). 
A provision for losses is recorded when management can 
estimate that a loss is likely to occur. 


In the ordinary course of business, various claims and 
lawsuits have been brought against the Corporation. In the 
opinion of management, the losses, if any, which may 
result from the settlement of the matters are not likely to be 
material and accordingly no provision has been made in the 
accounts of the Corporation. In the event that such 
expenses were to occur, they would be recognized as 
period costs. 


. Fair value of financial assets and liabilities 


The carrying amounts reported for investments, 
accounts receivable, accounts payable and accrued 
liabilities and commitments on projects approximate their 
fair value due to the relatively short periods to maturity of 
the instruments. 


The following table presents the carrying amounts and 
fair values of the Corporation’s other financial instruments: 


1998 1997 


Carrying Fair 
amount value 


Carrying Fair 
amount value 


(in thousands of dollars) 


Short-term loans......... 2,889 2,694 9,022 8,660 
Long-term loans......... 3,489 3,104 2,037 1,849 








The fair values of loans have been established by 
discounting the future contractual cash flows under current 
loan arrangements, at discount rates equal to the prevailing 
market rate of interest for financial instruments having 
substantially the same terms and characteristics. 


Comparative figures 


Some of the 1997 comparative figures have been 
reclassified to conform with the presentation adopted for 
1998. 
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CANADIAN MUSEUM OF CIVILIZATION 


MANAGEMENT'S RESPONSIBILITY FOR 
FINANCIAL STATEMENTS 


The financial statements contained in this annual report have 
been prepared by Management in accordance with generally 
accepted accounting principles, and the integrity and 
objectivity of the data in these financial statements are 
Management’s responsibility. 


In support of its responsibility, Management has developed 
and maintains books of account, records, financial and 
management controls, information systems and management 
practices. These are designed to provide reasonable assurance 
as to the reliability of financial information, that assets are 
safeguarded and controlled, and that transactions are in 
accordance with the Financial Administration Act and 
regulations as well as the Museums Act and the by-laws of the 
Corporation. 


The Board of Trustees is responsible for ensuring that 
Management fulfills its responsibilities for financial reporting 
and internal control. The Board exercises its responsibilities 
through the Audit Committee, which includes a majority of 
members who are not officers of the Corporation. The 
Committee meets with Management and the independent 
external auditor to review the manner in which these groups 
are performing their responsibilities, and to discuss auditing, 
internal controls and other relevant financial matters. The 
Audit Committee ahs reviewed the financial statements with 
the external auditor and has submitted its report to the Board of 
Trustees. The Board of Trustees has reviewed and approved 
the financial statements. 


The Corporation’s external auditor, the Auditor General of 
Canada, examines the financial statements and reports to the 
Minister of Canadian Heritage, who is responsible for the 
Canadian Museum of Civilization. 


George F. MacDonald 
President and Chief Executive Officer 


J. (Joe) Geurts 
Chief Operating Officer 


AUDITOR’S REPORT 
TO THE MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheet of the Canadian Museum of 
Civilization as at March 31, 1998 and the statements of 
operations, equity of Canada and changes in financial position 
for the year then ended. These financial statements are the 
responsibility of the Corporation’s management. My 
responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, I report that, in 
my opinion, these principles have been applied, after giving 
retroactive effect to the change in the method of accounting for 
unrestricted contributions and interest income on investments 
arising from such contributions as explained in Note 3 to the 
financial statements, on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Museums Act and the by-laws of the 
Corporation. 


Richard Flageole, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 15, 1998 
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BALANCE SHEET AS AT MARCH 31, 1998 
(in thousands of dollars) 

















ASSETS 1998 1997 LIABILITIES 1998 1997 
(Restated (Restated 
Note 3) Note 3) 
Current Current 
Cash and short-term investments Accounts payable and accrued 
(Do) ee aati eR ae IES 25) 13,800 liabalities!(NOtE:9)eecasestensertuustaseestesee es TOES 8,577 
Accounts receivable (Note 5)............00000008 2.223 1,813 DEtemedine venticsegaece eee sserecessncesonesse nee 86 151 
Hever orice ey a se ee ins 1,156 1,311 . 9361) nes.728 
Prepaid expenses eccssarasescsessssesssovnsmnvsrcvasso3- Sa 207 115 Accrued employee termination 
16,171 17,039 DeDE Tis tere cree eaten ren eencesereeerenccs 1,969 2,106 
Deferred contributions (Note 10)............... AS) 1,340 
Restricted cash and investments (Note 6)...... 1,739 1,340 11,069 12,174 
Gollectioni(NOle Tere. cecstese ees et cee so ncreanes 1 1 EQUITY 
Gapitalassets (NOte'S) .o22.cciccesccsstasstencscesees, L372 12,947 
Equityror @anadaess- sere. -sscectsrscany- soos anecees 20,554 19,153 
31,623 Sey 31,623 31,327 











The accompanying notes form an integral part of the financial statements. 
Approved by Management: 


GEORGE F. MacDONALD 
President and Chief Executive Officer 


JOE GEURTS 
Chief Operating Officer 


Approved by the Board of Trustees: 


ADRIENNE CLARKSON 
Chairwoman 


PIERRE DUFOUR 
Trustee 
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STATEMENT OF OPERATIONS STATEMENT OF CHANGES IN FINANCIAL POSITION 

























































FOR THE YEAR ENDED MARCH 31, 1998 FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) (in thousands of dollars) 
1998 1997 1998 1997 
(Restated (Restated 
Note 3) Note 3) 
Revenue Operating activities 
General admission fees............:.0:00000 1,681 1,923 Net income (l0SS) ....:.sssesscseeseseeseeseseeee 1,401 (988) 
Boutique: Sales er.0.cceerscssrecnsnerssensvsvense> 1,532 1,736 Adjustment for non-cash items 
CINEPLUS A reece ened inet 1,269 1,670 Amortization net of disposal of 
Donations «......scessssessesereesnneeesseeeessnsees 806 446 Capital ASSCtS ..cssssecasssereessesesesees 2,839 2,379 
Parking ..-..e-esseecsseesssseeeseeecssseeseseeenesces 619 660 Employee termination benefits...... (265) 162 
Facility rental and concessions ........... 603 652 = = 
Interest on cash and 3,975 1,553 
investments (Note 11)................++ 518 602 Change in non-cash operating 
Publicatigus icc ceessaceeatatic-ccctesteaeets 422 208 assets ang Mabnliies'sscscsscsatereneerse rence (2,646) 603 
GraMtS sess 241 4] ; ; 
c V1 y 
Roe ee 71 52 Cash generated by operating activities ... 329 PAM EK6) 
Quen i cccteserorsecctavsestacavesesvsoneecetsrevreves 905 953 Investing activities 
8.767 8.943 Acquisition of capital assets ............... (3,604) (3,954) 
re Decrease in cash and short-term 
ESBS ea - INVES UMEMES eeccseacconeees soeanecuexacosteeresses (2,275) (1,798) 
Personnel yee es a a tee 24,396 25,776 Balance at beginning of year 13,800 15,598 
Professional and special 
SOLVICES Scat cence ereeoe ete seers 6,737 7,024 Balancelaviendion yeate-ccr:e-seeee reser il eys) 13,800 
Exhibit design and fabrication ............ 4,267 4,274 The accompanying notes form an integral part of the financial statements. 
PROWentytaxes cvs teneret reece eter 3,475 
Repairs and maintenance.................... 3,376 4,622 
JATMOKEIZA OM eta trecen. see ttes fener 2,839 2,379 
ae ieee, Fain ales aim a yee NOTES TO FINANCIAL STATEMENTS 
UUCMIULUKe an TEKCUIe Spaces eee oee cere 462 EME 
Costomeoodsisoldle wcrc: eee: 1,147 1,334 MARCH 31,1998 
ranispOutall OMe ecerectee ey eee aeons cere es 1,100 972 1. Mission and mandate 
Buildlingvleasestemasrarset ree cece 1,012 1,590 , 
anes = advertising ................. ae Race The Canadian Museum of Civilization was established 
ommunications.............. Seanad tepes ; . 
Collection acquisitions .......::.:scsssesee-: 396 92 on July 1, 1990 by the Museums Act. The Canadian 
Renidle inves ten ie each warn 159 127 Museum of Civilization is an agent Crown corporation 
CINE PINUS tims een emer es 151 218 named in Part I of Schedule III to the Financial 
OUNET oeecsssseeesessseeeecsstnssecensnenecessneasees (123 73 Administration Act. The Canadian War Museum is a 
54,051 54,145 component of the Canadian Museum of Civilization. 
Net raul of operations Detons The mission, as stated in the Museums Act, is as follows: 
POVEMMENt MMA gia sersceee este (45,284) (45,202) 
Parliamentary appropriation ............000+. 46.685 44.214 "to increase, throughout Canada and internationally, 
INGtincomie (IOS) serene eee 1,401 (988) interest in, knowledge and critical understanding of 








and appreciation and respect for human cultural 
achievements and human behaviour by establishing, 
maintaining and developing for research and posterity 
a collection of objects of historical or cultural interest, 


The accompanying notes form an integral part of the financial statements. 











STATEMENT OF EQUITY OF CANADA with special but not exclusive reference to Canada, 
FOR THE YEAR ENDED MARCH 31, 1998 and by demonstrating those achievements and 
(in thousands of dollars) behaviour, the knowledge derived from them and the 
understanding they represent." 
1998 1997, 
_ (Riser 2. Significant accounting policies 

Balance wl begindine Gr yon Be The financial statements have been prepared in - 

As previously stated .......ccsscseessseeeseees 16,381 17,575 accordance with generally accepted accounting policies. 
Increase due to the retroactive Significant accounting policies follow. 

application of the change in 

accounting policy (Note 3) 0.0.0.0. Oe 2,566 (a) Inventories 
pe ne he 19,153 20,141 Inventories, which consist of materials for the 
Net income (JOSS) ....0:.-secscseseresseseceeseseeees 1,401 (988) boutiques and publications, are valued at the lower of 
BalanceatendOmveatr maces 20,554 19,153 cost and net realizable value. 








The accompanying notes form an integral part of the financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


(b) Collection 


Objects purchased for the collection of the 
Corporation are recorded as an expense in the year of 
acquisition. Objects donated to the Corporation are 
not recorded in the books of accounts. 


(c) Capital assets 


Capital assets are valued at cost, net of accumulated 
amortization. 


Amortization is calculated using the straight-line 
method, over the estimated useful lives of assets: 


Leasehold and building improvements 10 years 
Office furniture and equipment 8 years 
Technical and informatics equipment 5 and 8 years 
Motor vehicles 5 years 


Since the buildings are not owned by the Corporation, 
no amortization is taken. 


(d) Pension plan 


Employees of the Corporation participate in the Public 
Service Superannuation Plan, administered by the 
Government of Canada. The Corporation matches 
these contributions equally for each employee, for the 
year in which services are rendered. These 
contributions are expended during the year in which 
services are rendered, and represent the total pension 
obligations of the Corporation. The Corporation is not 
required under present legislation to make 
contributions with respect to actuarial deficiencies of 
the Public Service Superannuation Account. 


(e) Employee termination benefits 


Employees of the Corporation are entitled to specified 
benefits on termination, as provided for under labour 
contracts and conditions of employment. The cost of 
these benefits is expended in the year in which they 
are earned by the employee. 


(f) Contributions 


The Corporation follows the deferral method of 
accounting for contributions. 


Unrestricted contributions are recognized as revenue 
when received or receivable if the amount to be 
received can be reasonably estimated and collection is 
reasonably assured. Contributions externally 
restricted, and related investment income, are deferred 
and recognized as revenue in the year in which the 
related expenses are incurred. 


Volunteers contribute a significant number of hours 
per year. Because of the difficulty of determining 
their fair value, contributed services are not recognized 
in these financial statements. 
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(g) Parliamentary appropriation 


Parliamentary appropriation for operating and capital 
expenditures is recorded in the statement of operations 
in the fiscal year for which it is approved. 


Change in accounting policy 


Effective April 1, 1997, the Corporation changed its 
method of accounting for unrestricted contributions and 
interest income on investments arising from such 
contributions. As disclosed in 2(f), unrestricted 
contributions are recognized as revenue when received. 
Interest income on investments arising from such 
contributions are recognized as revenue when earned. 
Prior to 1998, these amounts were recognized as revenue in 
the year in which the related expenses were incurred. This 
change in accounting policy has been applied retroactively 
and the financial statements of the prior year have been 
restated. 


The effect on operations is as follows : 


1998 1997 


(in thousands of dollars) 


Increase in revenue 





Donations menst 10 wie eeracae scores 192 101 
Interest on cash and investments ...... 100 105 
Increase in net operating results........ 292 206 


The effect on the balance sheet is as follows : 


Decrease in deferred contributions........ 292 206 
Increase in equity of Canada................. 292 206 


The opening equity of Canada balance as at 
April 1, 1997 has been increased by $2,566,000 and a 
similar offsetting cumulative decrease has been made to 
deferred contributions. 


Cash and short-term investments 


The Corporation invests in the short-term money 
market. The overall portfolio yield as at March 31, 1998 
was 3.8% (1997 4.4%). All instruments held in short-term 
investments are rated R1 or better by the Dominion Bond 
Rating Service. The average term to maturity is 47 days. 


Accounts receivable 


613 731 
447 942 
ihelilys 113 
46 Pf 
2,223 1,813 





NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


6. Restricted cash and investments 8. Capital assets 





Restricted cash and investments arise from contributions Accu- 1998 1997 
received from individuals and corporate entities for a mulated Net Net 
ee ; : amorti- book book 
specified purpose, and are managed in accordance with the ee ee sttiae he 


donor’s wishes and the by-laws of the Corporation. 





(in thousands of dollars) 


Collection Leasehold and building 
: f ; ; improvements ............ 19,455 8,724 10,731 9,700 
The Corporation maintains the material culture Ofiee furniture and 
collections of artifacts, objects, specimens and their related equipment .........0..--0 5,569 4.943 626 999 
information. These collections are developed by various Technical equipment....... 7,811 6,660 1,151 1,372 
research divisions, as well as by staff of several sub or Informatics equipment... 6,663 5,510 1,153 843 
Motor vehicles..............-. 160 109 a 33 


specialized museums. The collections are divided into the 
following eight discipline-related groups: 


Ethnology—ethnographic and fine art collections 
principally related to North American First Peoples in post- 
European contact 


Folk Culture—folk culture and fine craft collections 





39,658 25,940 eG: 112, 12,947 


Capital assets do not include the land and buildings 
occupied by the Corporation since they are owned by the 
Government of Canada. 








illustrating the diversity of cultural influences on Canadian 9. Accounts payable and accrued liabilities 
culture 
1998 1997 

History—collections which illustrate the experience of the Gn thousands of dollars) 
common person as well as famous Canadians 

Trade accounts payable...............:e:e1e 4,264 3,597 
Canadian Postal Museum—collections of philatelic, Accrued salaries and vacation pay ........ calls 24 
artwork and material culture which serve to illustrate the ae eae 363 AAA 
role of postal communication in defining and shaping a Guncut tie Of acoretergiones sd 
nation termination benefits ne. ..ce:cssce-ceeeees <2 315 443 
Canadian Children’s Museum—collections which 7,215 8,577 
emphasize intercultural understanding and experience, as 
well as supporting a rich animation programme ee 

10. Deferred contributions 


Living History—collection of properties, costumes and 
didactic resources which are used by animators, educators, 
and other staff to promote and enliven the Museum’s 
programming 


Canadian War Museum—collections of weapons and 
technological artifacts illustrating the development of 
military technologies, dress and insignia collections of 
uniforms, medals, accoutrements and regalia of the 
Canadian Armed Forces and its allies, and war art 


Deferred contributions represent unspent externally 
restricted contributions and related investment income. 


Changes in the deferred contributions balance are as 
follows: 


1998 1997 





(in thousands of dollars) 
Balance at beginning of year 





: Sie Aa ; ; ssmestated (INote;S)) reese ene 1,340 577 
collections of paintings, drawings, prints and sculptures Add contributions received in the 

from the Canadian War Artist programmes and modern art VGA Ae oet hie nee eee ty 970 1,069 

works illustrating Canadian Peacekeeping efforts Add deferred investment income....... 43 39 

Less amount recognized as revenue... (614) (345) 

Archaeology—archaeological collections of material Balance av end:oh yeatraw ca neers So 1,340 


culture, physical anthropology, flora and fauna recovered 
from dig sites and principally illustrating indigenous North 
American culture prior to European contact 


The artifact collection forms the largest part of the assets of 
the Corporation, and is presented in the balance sheet at a 
nominal value of $1,000, due to the practical difficulties of 
determining a meaningful value for these assets. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Concluded 


iLike 


IIez, 


1S. 


14. 


Interest on cash and investments 


Interest on cash and investments is reported as follows: 


1998 1997 


(in thousands of dollars) 
Income earned on unrestricted 


MESOURCES er cena eee te ceasete. 494 602 
Income earned on restricted 


MESOUTC EG Seeeneeer sexeersssscresn teaver 67 39 


Total interest on cash and 
investment earned in the 





Total interest on cash and 
investment recognized as 
MEVEDUE Srrricure sversetenuat at oraceens 518 602 


Related party transactions 


The Corporation receives, without charge, collections 
management and auditing services from different 
government departments and agencies. The cost of these 
services are not reflected in the financial statements. 


In addition to those related party transactions, disclosed 
elsewhere in these financial statements, the Corporation is 
related in terms of common ownership to all Government 
of Canada created departments, agencies and Crown 
corporations. The Corporation enters into transactions with 
these entities in the normal course of business. 


Commitments 


As at March 31, 1998 the Corporation has entered into 
long-term contracts for informatics, property leases and 
building maintenance services with a remaining value of 
$8,309,000. The future minimum payments are as follows: 


(in thousands 





of dollars) 
LOD RE OO Pe eneenteey hare eet SOR et oe MOLI ee 3,991 
IRE AS ISIE 0 0) cnee feces cere nee a POs een ee RP ae 2,864 
PLO) 0 ee eeee cote crsere et r ier en ets een Sen 1,454 


Comparative figures 


Certain comparative figures have been reclassified to 
conform with the presentation adopted in the current year. 
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CANADIAN MUSEUM OF NATURE 


MANAGEMENT'S RESPONSIBILITY OF FINANCIAL 
REPORTING 


Management is responsible for establishing and maintaining 
a system of books, records, internal controls and management 
practices to provide reasonable assurance that: reliable 
financial information is produced; the assets of the Corporation 
are safeguarded and controlled; the transactions of the 
Corporation are in accordance with the relevant legislation, 
regulations and by-laws of the Corporation; the resources of 
the Corporation are managed efficiently and economically; and 
the operations of the Corporation are carried out effectively. 


Management is also responsible for the integrity and 
objectivity of the financial statements of the Corporation. The 
accompanying financial statements were prepared in 
accordance with generally accepted accounting principles. The 
financial information contained elsewhere in this annual report 
is consistent with that in the financial statements. 


The Board of Trustees is responsible for ensuring that 
management fulfils its responsibilities for financial reporting 
and internal control. The Board exercises its responsibilities 
through the Audit and Finance Committee, which includes a 
majority of members who are not officers of the Corporation. 
The Committee meets from time to time with management, the 
Corporation’s internal auditors and the Auditor General of 
Canada to review the manner in which these groups are 
performing their responsibilities, and to discuss auditing, 
internal controls, and other relevant financial matters. The 
Audit and Finance Committee has reviewed the financial 
statements with the Auditor General of Canada and has 
submitted its report to the Board of Trustees which has 
approved the financial statements. 


The financial statements have been audited by the Auditor 
General of Canada. His report offers an independent opinion 
on the financial statements to the Minister of Canadian 
Heritage. 


Joanne DiCosimo 
President and Chief Executive Officer 


Colin C. Eades 
Vice President, Corporate Services 
and Chief Operating Officer 


AUDITOR’S REPORT 
TO THE MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheet of the Canadian Museum of 
Nature as at March 31, 1998 and the statements of operations 
and equity of Canada and changes in financial position for the 
year then ended. These financial statements are the 
responsibility of the Corporation's management. My 
responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatements. An 
audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, I report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Museums Act and the by-laws of the 
Corporation. 


Richard Flageole, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 15, 1998 
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BALANCE SHEET AS AT MARCH 31, 1998 
(in thousands of dollars) 


ee 

















ASSETS 1998 1997 LIABILITIES 1998 1997 
Current Current 
Cash and short-term investments Accounts payable and accrued 
MINOLEWS) Bec cstersiere ss trsvesetereeteisates-cosea; 3,064 5,143 liabilities 
Accounts receivable Tira de eesti se eager tases cick scossvassesesents 2,454 2,644 
PLACE eects ares vaets teen ets eee cans eseveaes 387 822 Government departments and 
Government departments and A PET CIES es -ascacanas Soadoacdvys case dueeoes 472 5,675 
APENICIOS soe eC neta Meer vecriessoaes 937 1,953 Natural Heritage Building...................... 40 35239) 
NTE CTLLOT Vise Mee ree ee eee eccrine re 25 46 Current portion—obligation under 
repaid GX PONSES <x. cceeeesery ses ove encevessuzes 795 476 Capitalilease(INOteM/))ive-cesestesscseeee sees 133 115 
5,208 8,440 Current portion—due to Department of 
Canadian Heritage (Note 7).............. 319 
Restricted cash and short-term Deferred revenue and parliamentary 
IMvestments i (INOQTOSES <4) )neceecscenyssccasscceesers 794 7,873 AD PLOPLIALON mererce a eres ee eee 267 2,165 
Collections: (NOLES) case. tence secsenrosserestcavee ] ] Provision for termination benefits ......... NW 454 
@apitalassets) (NGtCIO) Sere cceretersteconn ss 38,408 39,604 3,81 14.292 
Obligation under capital lease (Note 7)..... 33,830 34,026 
Due to Department of Canadian Heritage 
(INGLE) ecoteeewceccn nme seek dene ss cancer cdseroreres ee 1,418 
Provision for termination benefits.... 707 670 
Deferred contributions (Note 8) ................ 323 537 
40,092 49,525 
ENDOWMENT (Note 9) iirc. cccecertreescee 250 250 
BOUIN OFi CANAD At earescrtaret cet 4,069 6,143 
44.411 55,918 44.411 55,918 











The notes form an integral part of the financial statements. 
Approved by the Board of Trustees: 


FRANK LING 
Chairman of the Board of Trustees 


R. KENNETH ARMSTRONG 
Chairman of the Audit and Finance Committee 


Approved by Management: 


COLIN C. EADES 
Vice President, Corporate Services and 
Chief Operating Officer 


LYNNE LADOUCEUR, CA 
Senior Full Time Financial Officer 
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STATEMENT OF OPERATIONS 


AND EQUITY OF CANADA 


FOR THE YEAR ENDED MARCH 31, 1998 


(in thousands of dollars) 








Revenue 
Commercial operations (Note 11)....... 
ComtribUtiOuis seesecseeesscccnccansewenenocecs oreres 
(COSTTECOVEUV: eens noe eee eneee ene eateees 
Educational programmes ...............++6+ 
SGien fife SELVICES cere cteeasteceeseerse es 
ImfereStinC Ome cs... sverteneseoreveresasees 


Expenses 
PersonneliGastsa:rerccmsscneseestentenstreseerers 
WE VEMANIGE COSUS ceeeeeesennantbaresseessecerrcars 
Interest on capital lease obligation...... 
Operation and maintenance of 

[DETR eb cs Aacenee onmnonpscrccecuresceee 
Professional and special services........ 
Stonework project COSIS..s.........-..00:00-- 
AMMOTUIZa tO Mee ie cree ceeses: esateseceeraese 
Real property leases and taxes............ 
Marketing and communications.......... 
Information management 

infrastructure and systems .............. 
Material and equipment...............:0 
xan 1tS ee peters cseaees este ausoetarer acer 






reign tandicatta Selscrnerseseesccresecsrennct 
Repairs and maintenance.................+ 
Write-off of capital assets ..............006 
Acquisition of objects for 

COUMCCHONS witecceserevsceeearseeseesasnananeen 


Net result of operations before 
POWETRMIEME AUC Peceeryeccnenerseeecerarse: 
Parliamentary appropriation (Note 10)... 


(Deficiency) excess of revenue over 
OXPCISES eaeerncsnrereossresescseveer sanseestes 
Equity of Canada, beginning of year....... 


Equity of Canada, end of year................. 























1998 EN) 
932 1,021 
393 1,340 

1,184 

inp) 263 
100 47 
239 588 
81 24 

1,924 4,467 

8,793 10,124 

1,166 1,444 

3,459 1,664 

Ape ss)il 1,574 

Mavs) 2,413 

1,922 5,000 

1,548 1,797 

1,330 2,502 

1,023 891 
944 i223 
791 913 
562 622 
354 428 
160 1,065 

89 78 

89 498 

7 

41 17 
26,931 32,260 
(25,007) (27,793) 
22,033 28,303 
(2,074) 510 
6,143 5,633 
4,069 6,143 








The notes form an integral part of the financial statements. 


STATEMENT OF CHANGES 
IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1998 


(in thousands of dollars) 








Operating activities 
(Deficiency) excess of revenue over 
CXPCUSCS rere. teccerees seeceerarencrensen 
Items not involving cash 


Amortization of capital assets ......... 


Employee termination benefits........ 


Loss on disposal of capital assets... 
Decrease in deferred contributions..... 


Decrease (increase) in restricted 
cash and short-term investments ... 
Net change in non-cash working 
Capital Geavarccstvace. scctososessorseesesee sets 


Financing activities 
Loan—Department of Canadian 


1B LSS eos pecerei cng. ioccbeooneasoceeseen 


Obligation under capital lease............ 


Investing activities 
Acquisition of capital assets............... 
Natural Heritage Building.................. 
Advances—Natural Heritage 


Bt Gin Sisccwnncesesusccccecrossoanuasctecences 


Decrease in cash and short-term 
ANVESTIMEIES aeccceesce-oesese serves seeeencetesas 
Cash and short-term investments, 


Deg IMNIN Ol VSats cress ceeeeses eters 


Cash and short-term investments, end 


























1998 1997 
(2,074) 510 
1,548 ou 
(288) 125 
89 509 
(214) (1,007) 
7,079 (723) 
(9,338) 1,698 
(3,198) 2,909 
1,737 
(178) 34,141 
shoe) 34,141 
(587) (2,311) 
147 (37,562) 
1,412 
(440) (38,461) 
(2,079) (1,411) 
5,143 6,554 
3,064 5,143 





The notes form an integral part of the financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1998 


Authority and mission 


The Canadian Museum of Nature was established by the 
Museums Act on July 1“, 1990, and is an agent Crown 
corporation named in Part I of Schedule III to the Financial 
Administration Act. 


The Corporation’s mission is to increase, throughout 
Canada and internationally, interest in, knowledge of and 
appreciation and respect for the natural world by 
establishing, maintaining and developing for research and 
posterity a collection of natural history objects, with special 
but not exclusive reference to Canada, and by 
demonstrating the natural world, the knowledge derived 
from it and the understanding it represents. 


Significant accounting policies 


These financial statements are prepared in accordance 
with generally accepted accounting principles and reflect 
the following policies. 


(a) Inventory 


Inventory of publications is valued at the lower of cost 
or net realizable value. 


(b) Capital assets 


Capital assets are recorded at cost. Assets recorded as 
capital leases are initially recorded at the present value 
of the minimum lease payments at the inception of the 
lease. Amortization is calculated on the straight-line 
method using rates based on the estimated useful life 
of the assets as follows: 


Property under capital lease 35 years 
Collection cabinets and compactors 35 years 
Research equipment 10 years 
Technical equipment 10 years 
Furnishings and office equipment 10 years 
Motor vehicles 5 years 
Computer equipment and software 3 years 


Major leasehold improvements are capitalized and 
amortized over the term of the respective leases to a 
maximum period of five years. 


Material and equipment acquired for the purpose of 
the design, development and maintenance of exhibits 
are charged to operations in the year of acquisition. 


(c) Collections 


The Canadian Museum of Nature holds and preserves 
invaluable collections of natural history specimens for 
the benefit of Canadians, present and future. The 
collections form the largest part of the assets of the 
Corporation. The collections are shown as an asset on 
the balance sheet at a nominal value of $1,000 due to 
practical difficulties in determining a meaningful value 
for these assets. 
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Objects purchased for the collections are recorded as 
an expense in the year of acquisition. Objects donated 
to the Corporation are not recorded in the books of 
account. 


(d) Pension plan 


The Corporation’s employees participate in the Public 
Service Superannuation Plan administered by the 
Government of Canada. Contributions to the Plan are 
made both by the employees and the Corporation on 
an equal basis. These contributions represent the total 
pension obligations of the Corporation and are 
recognized in the accounts on a current basis. 


The Corporation is not required to make contributions 
with respect to actuarial deficiencies of the Public 
Service Superannuation Account. 


(e) Employee termination benefits 


Employees of the Corporation are entitled to specified 
benefits on termination as provided under labour 
contracts and conditions of employment. The liability 
for these benefits is recorded in the accounts as the 
benefits accrue to the employees under the respective 
terms of employment. 


The Corporation has established Early Departure 
Incentive (EDI) and Early Retirement Incentive (ERI) 
Programs consistent with those offered to the Public 
Service under Treasury Board Guidelines and which 
ended at March 31, 1998. The costs of such severance 
are disclosed in the financial statements, including 
proportional reimbursements from Treasury Board for 
severance liabilities accruing before July 1, 1990. 


(f) Parliamentary appropriation 


The parliamentary appropriation for operating and 
capital expenditures is recognized as revenue in the 
fiscal year for which it is approved. Parliamentary 
appropriations for specific projects are recognized on 
the Statement of Operations and Equity of Canada in 
the year in which the related expenses are recognized. 


(g) Contributions 


The Corporation follows the deferral method of 
accounting for contributions. 


Unrestricted contributions are recognized as revenue 
when received or receivable if the amount to be 
received can be reasonably estimated and collection is 
reasonably assured. Contributions externally restricted 
are deferred and recognized as revenue in the year in 
which the related expenses are recognized. Restricted 
investment income is recognized as revenue in the 
year in which the related expenses are incurred. 


Contributions received in a form other than cash are 
recorded at their fair value at the date they are received 
by the Corporation. 








NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1998—Continued 


Volunteers contribute a significant number of hours 
per year. Because of the difficulty of determining their 
fair value, contributed services are not recognized in 
these financial statements. 


Cash and short-term investments 


The Corporation invests operating and restricted funds 
in the short-term money market. The overall portfolio yield 
as at March 31, 1998 was 4.70% (1997 — 3.03%). 
Treasury policies for the Corporation limit investments to 
instruments held in short-term investments to a maximum 
of 36 months rated AA or better and guaranteed by the 
Government of Canada, a provincial government or the 
Royal Bank of Canada. The average term to maturity is 
32.40 days. The cost of the portfolio approximates its fair 
market value. 


Restricted cash and short-term investments 


Restricted cash and short-term investments include 
deferred contributions, the Endowment and the 
unrecognized portion of the parliamentary appropriation 
for the Victoria Memorial Museum Building stonework 
project. Restricted cash accounts are managed in 
accordance with the donor's wishes and are invested in 
accordance with investment policies of the Corporation. 


Collections 


The Canadian Museum of Nature holds and preserves 
invaluable collections of natural history specimens for the 
benefit of Canadians, present and future. The natural 
history collections consist of over 10 million specimens 
and grew by 63,105 items this fiscal year. They are an 
exceptional scientific resource that is available nationally 
and internationally for research, exhibits and education. 
The collections are divided into four discipline-related 
groups, being: 


e the Earth Sciences collection (minerals, rocks, gems, 
fossils) 


e the Vertebrates collection (mammals, birds, fish, 
amphibians, reptiles) 


e the Invertebrates collection (molluscs, insects, 
crustaceans, parasites, worms, others) 


e the Botany collection (algae, vascular plants, mosses, 
lichens) 


The stewardship of the collection is the responsibility of 
the Collections Division and is monitored by the 
Collections Advisory and Collections Development 
Committees. The Museum has taken a major step in the 
preservation of its collections by moving them into a new 
state-of-the-art Natural Heritage Building in Aylmer, 
Quebec, acquiring new collection cabinets to replace all old 
sub-standard units and implementing several other 
upgrades to storage and risk management procedures. 
During the cleanup for the move, some surplus specimens 
were deaccessioned, being transferred to other institutions, 
sent for destruction or sold. 


Capital assets 





1998 1997 
Accu- 
mulated Net Net 
amorti- book book 
Cost zation value value 





(in thousands of dollars) 


[andes secre -soccet ane 505 505 505 
Property under 

capital lease....... 35,040 1,983 33,057 34,192 
Collection 

cabinets and 

compactors........ Byo22 201 3,321 3,422 
Computer 

equipment and 

SOftW aver crersesee: 2,631 2,334 297 135 
Research 

Equipment ses 1,380 1,236 144 208 
Furnishings and 

office 

equipment......... 1,269 521 748 845 
Leasehold 

improvements ... 1,778 1,531 247 208 
Technical 

equipment......... 275 198 Di. 89 
Motor vehicles........ 4] 29 it) 





46,441 8,033 38,408 39,604 


The Victoria Memorial Museum Building and grounds are owned by 
the Government of Canada and consequently are not included in capital 
assets. 


Capital lease and secondary financing obligations 


The Natural Heritage Building (NHB) houses the 
Canadian Museum of Nature natural history collections and 
administrative functions, on the Corporation’s site in 
Aylmer, Quebec. 





Canadian Museum of Nature 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1998—Continued 


The Corporation is acquiring the building through a 
lease purchase agreement with a term of 35 years. It is 
committed to pay rent under all circumstances and in the 
event of termination of the lease, at the Corporation’ s 
option or otherwise, pay sufficient rent to repay all 
financing on the building. Management intends to 
completely discharge its obligation under the lease and 
obtain free title to the building in 35 years. In addition, in 
1997-98, the Corporation secured financing for the 
additional construction and fit-up costs of the NHB with 
the Department of Canadian Heritage (DCH). 


Future minimum lease and debt repayments, by year and 
in aggregate, under the financing obligations are as 
follows: 


Obligation 
under Obligation Total 
capital under loan financing 
lease from DCH obligations 





(in thousands of dollars) 





OOO Re ee cane 3,500 377 3,877 
2000 eee 3,500 Bu7 3,877 
P20, O)peeer er ans were ee 3,500 377 3,877 
DAV Drreree cer ave cine sence 3,500 377 3,877 
DOS eer eras 3,500 377 3,877 
sihereatitens. cess: 99,750 99,750 
Total minimum 

future payments... 117,250 1,885 119,135 
Deduct: Imputed 

iRtEVESte een ee (83,287) (148) (83,435) 





Present value of 
financing 


obligations ........... 33,963 1,737 35,700 


) The amounts payable under the capital lease are based on the fixed 
interest rate of 9.88%, for a period of 35 years, established at the time of 
signing the lease. 


® The amounts payable under the loan from the Department of Canadian 


Heritage are based on the fixed interest rate of 4.27%, for a period of 
5 years. 


8. Deferred contributions 


Deferred contributions represent unrecognized 
externally restricted donations and investment income. The 
changes in the deferred contribution balance and the 
components of this balance are as follows: 

















1998 1997 
(in thousand of dollars) 
Benning Dal ancerccsnerre sete SN 1,544 
Add contributions received 
Gunn Stine years seen sees 161 333 
Less amounts recognized as 
COMM UTLONS sce eessteeeeeescreeeeee (375) (1,340) 
Ending balance 323 537 
Deferred contributions are _ 
comprised of 
Funds restricted for research 
DUDOSES Sieaesercecsencecertesntecercntes 4] 294 
Funds restricted for 
programming purposes ........... Zi 175 
Restricted endowment fund 
TUNLGHOG Univ renee tees wic aieseee a 65 68 
Total deferred contributions ............ 323 537 


10. 


Endowment 


The Corporation maintains an endowment in the 
principal amount of $250,000 received from Anne and 
Henry Howden, which included a significant entomological 
collection. The endowment was established to enable 
professional studies and research of entomological 
collections for the Museum. 


The principal of the Systematic Entomological 
Endowment Fund can not be expended. Accumulated 
interest earned from the endowment must be expended for 
specified purposes and the residual balance totalled 
$64,600 at March 31, 1998 ($68,000 at March 31, 1997) 
which is included in deferred contributions (Note 8). 


In the event that the Corporation decides not to maintain 
entomological collections, the Systematic Entomology 
Endowment Fund shall be transferred, along with any 
entomological collections, to the Royal Ontario Museum. 


Parliamentary appropriation 


(in thousands of dollars) 


Appropriation approved ..............60. PREIS 27,131 


Applied as follows 





Operating expenses .... 20,424 20,992 
Stonework project ...... 1,922 5,000 
Capital acquisitions ..................006 587 2,311 





Parliamentary appropriation 
recognized on the Statement 
of Operations and Equity of 
Canada res enter ore 22,933) 28,303 
Add increase in Due to the 
Department of Canadian 


Pehla Sexe rene cei Senet teers ion 
Less decrease in Deferred 
parliamentary appropriation... (GRD (1,172) 
Motaliapplicd Beer. cesvens caeererrene 22.757 27.131 


. Commercial operations 


Commercial operations revenue is comprised as follows: 


1998 1997 


BOutque IeaStiesssiacecsncessutesetsesess 42 50 
PUbLISHINg Me VERUCSier.reeesey eerste 125 147 
Publishinp oy altiesicc.cnceveeveessseoeees 47 93 
PN GMISSIONMCES eres creraseacvseecsareereree 335 338 
Barkan Sie ereussctsscovsncerecsostsreyescescoes 165 194 
RRentaliOnacnhesicecessesesserattarensats 218 199 


Total commercial operations 


TOVENU Ch arsseeycsci ele covedanreaecmiseres 932 1,021 
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NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1998—Concluded 


12. Related party transactions 


[3: 


14. 


In addition to those related party transactions disclosed 
elsewhere in these financial statements, the Corporation is 
related in terms of common ownership to all Government 
of Canada created departments, agencies and Crown 
corporations. The Corporation enters into transactions with 
these entities in the normal course of business. 


Contractual commitments 


The Corporation has entered into agreements for the 
provision of services and equipment. The payments under 
these agreements are approximately as follows: 


2000 and 
subsequent 
1999 years 





(in thousands of dollars) 
Victoria Memorial Museum 





Building maintenance.................. 889 889 
Natural Heritage Building 
[da YSVOV US) SENOS) cr escpenccnonerccoecoeeneccce 777 777 
SLONEWOTK PLO] CChreercrossrsseneccexsnersees 180 
Systems and infrastructure 
APTECIDE Mts ct can eectcesurntneten cure 178 688 
Other COMM MENS ..-ce seve cesceeesees ss 804 361 
2,828 2,715 


Comparative figures 


The 1997 comparative figures have been reclassified to 
conform to the 1998 financial statement presentation. 
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CANADIAN RACE RELATIONS FOUNDATION 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The accompanying financial statements of the Canadian 
Race Relations Foundation are the responsibility of 
management and have been approved by the board of directors. 
These financial statements have been audited by 
Hilborn Ellis Grant, Chartered Accountants. 


In support of its responsibility, management has developed 
and maintained books of accounts, records, financial and 
management controls and information systems. These are 
designed to provide reasonable assurance that the Foundation’s 
resources are managed prudently, that its assets are 
safeguarded and controlled, and that its financial information is 
reliable. The Foundation carries out its responsibilities for the 
financial statements mainly through the Finance Committee. 
The Finance Committee meets with management and the 
external auditor to review internal controls, auditing and other 
relevant financial matters. 


The Foundation has ended last year with a surplus 
attributable to many factors, including prudent financial 
management. The Foundation is still in its early development 
stage, setting up its infrastructure and the first programs; the 
Foundation officially opened its doors last November. 
Although the call for research proposals was issued in 
November 1997, due to the involvement of an external 
adjudication body in reviewing the proposals, allocation of 
funds was deferred until the following fiscal year. However, 
the Public Education Grants Program did incur its first 
expenditure at the end of the fiscal year. It is anticipated that 
program expenditures will increase significantly next year as 
the Foundation will have launched all its programs. 


Lincoln Alexander 
Chair 


Nicole Beaudouin 
Secretary-Treasurer 


June 18, 1998 


Canadian Race Relations Foundation 


AUDITORS' REPORT 


TO THE DIRECTORS OF CANADIAN RACE RELATIONS 
FOUNDATION 


We have audited the statement of financial position of 
Canadian Race Relations Foundation as at March 31, 1998 and 
the statements of operations, changes in net assets and changes 
in financial position for the year then ended. These financial 
statements are the responsibility of the Foundation’s 
management. Our responsibility is to express an opinion on 
these financial statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these financial statements present fairly, in 
all material respects, the financial position of the Foundation as 
at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. 


Hilborn Ellis Grant 
Chartered Accountants 


Toronto, Canada 
June 5, 1998 








STATEMENT OF FINANCIAL POSITION, MARCH 31, 1998 


DS _____________________ EEE 



































ASSETS 1998 1997 LIABILITIES 1998 1997 
$ $ $ $ 
(Note 10) (Note 10) 
Current assets Current liabilities 
CASHES. fae eosescatecewcateanineenstes soo ieee Se ananes 145,784 88,522 Accounts payable and accrued 
Investments (Note 3).... 1,914,707 622,904 Wabilities <..sscscss.292 aseetteteeneosexssteedee sees 22,312 52,542 
Income receivable essere. tcn--cer-senetacees: 276,589 35,603 Deferred contributions—government 
Government grant receivable ................+. 1,000,000 grantor (IN@te:5)) enwsecexcssenes Secereerpensees eee 566,682 1,384,932 
Oilier receivables iveecsreses eecersctessccneese ee 11,948 5,915 
2,349,028 1,752,944 NET ASSETS 
Investments i (INOtets)) messes seerstesenenneneneerescress 24,000,000 24,000,000 Net assets invested in capital assets .......... 132,843 41,276 
Net assets restricted for endowment 
Capitaljassets (Note) civ sseccarsestecrecterancsnnse 132,843 41,276 (NOTEN) oe ceecneer ce seeptacne eee emneceeeeae 24,000,000 24,000,000 
Net assets internally restricted for 
capital preservation (Note 7)..........:00+ 1,046,040 
Net assets internally restricted for 
TESCEVEUINOLCLS)) sesraveseacacenseseetats-anceeeees= 713,994 
Wnresthicted metasSetSiay ssn. ar maeetrenee 315,470 
25,892,877 24,356,746 
26,481,871 25,794,220 26,481,871 25,794,220 








Approved on behalf of the Board: 


LINCOLN ALEXANDER 
Chair 


NICOLE BEAUDOIN 
Secretary-Treasurer 
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STATEMENT OF CHANGES IN NET ASSETS 

YEAR ENDED MARCH 31, 1998 

Se ’.°?°.7$?. oS ———————— 
Restricted for 



































Restricted for capital Restricted for 1997 
Invested in endowment preservation reserve Unrestricted 199 Total 
capital assets (Note 6) (Note 7) (Note 8) for operations Total (Note 10) 
$ $ $ $ $ $ $ 
Balance, beginning of year ............ 41,276 24,000,000 315,470 24,356,746 
Excess (deficiency)of revenues 
over expenses for year.............. (28,199) 1,564,330 1,536,131 315,470 
Endowment contribution ............... 24,000,000 
Investment in capital assets ........... 119,766 (119,766) 41.276 
Internally imposed restrictions....... 1,046,040 713,994 (1,760,034) 
Balance, End Of VEAL v...-.0.-.--.-00+----2 132,843 24,000,000 1,046,040 713,994 25,892,877 24,356,746 
STATEMENT OF OPERATIONS 
YEAR ENDED MARCH 31, 1998 
1998 1997 
$ $ 
(Note 10) 
Revenues 
Government grant (Note 5) 0.0.0.0... 818,250 215,068 
Mitehest and hivide ns ene -see- eee seesecsy 1,083,868 311,685 
Gain on sale of investments.................. 360,696 
2,262,814 526,753 
Expenses 
Advertising and recruiting........0......0 14,256 6,652 
Amortization 28,199 5,584 
Directors’ fees 35,338 10,400 
Information systems and 
GEVElOPMENC re crrcrsssssscscesscssecssorczensseee 40,693 ; 
ASUTALI CE sssvaress enctuastucadvercesaectasieh aestoes 1,909 1,610 / 
Oiinceand! generalleyc.-.cseecases seer 43,545 6,838 yi 
IEOLESSHOM Al LCG Sten carcesete or ererersaeeseeee cess 29,925 [51959 
Bubite ed uCatiOnr.s ese. se eceseeeespesetce eee 175199 
Regional consultations ..........0.eeeeee 18,402 
BNET Lease cas tyaie Sees sant ov sasts ces teacesaseeeainece 54,700 5,003 
Salamesrand henenits ses--seme- see oe eres 335,077 75,524 
Staff relocation expenses..............:..6.+. 44,700 7,648 
BLEW OMG Sere ete Bene ects nev aecsirsbssesnies 11,593 8.385 
Travel and accommodation. .................. 51,147 31,456 
726,683 170,007 
Excess of revenues over expenses 
iO)? MGR peers ep eer ee ene ee isyofayy tlre} 356,746 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 2. Significant accounting policies 
YEAR ENDED MARCH 31, 1998 





(a) Financial statement presentation 





















ae ie tas! These financial statements have been prepared in 
? we 10) accordance with the accounting standards for not-for- 
Cush provided byiaced ia) profit organizations published by the Canadian 
Operating activities Institute of Chartered Accountants using the deferral 
Excess of revenues over expenses method of reporting for contributions. 
IO ON er trey eben e-cacenty 0 Sener 1,536,131 356,746 sas 
Items not requiring a current cash (b) Revenue recognition 
ne Oe Gee pe 28.199 5,584 Restricted contributions are deferred and recognized as 
Gain on sale of investments........ (360,696) revenue in the year in which the related expenses are 
Government grant receivable...... 1,000,000 (1,000,000) incurred. Other contributions are recognized as 
Deferred contributions— revenue when received. 
government grant...........0:008 (818,250) 1,384,932 
1.385.384 747,262 . Endowment contributions are recognized as direct 
Net change in non-cash working increases in net assets in the period received. 
Capital balances -..--.c:.cc.ccrses0+ (277,249) 11,024 
; (c) Investments 
1,108,135 758,286 
Takeetmenk acnviies = Investments are recorded at the lower of average cost 
Proceeds from sale of and market value. 
ANVESEMENES scecescetececeeees 119,068,848 
Purchase of investments (119,999,955) (24,622,904) (d) Investment transactions and income recognition 
Additions to capital assets (119,766) (46,860) 





== ae Investment transactions are accounted for on the trade 
OME Oss) date. Income from investments is recognized on the 











Financing activities accrual basis. Interest is accrued based on the number 
Endowment contributions ............... 24,000,000 of days the investment is held during the year. 

Net increase in cash during year.......... 57,262 88,522 Dividends are accrued as of the ex-dividend date. 

Cash, beginning Of Year... 88,522 Realized gains and losses from investment transactions 

Cash; end of yeatines c1cttssttiectesr noe 145,784 88,522 and the unrealized appreciation or depreciation of 





investments are computed on an average cost basis. 


(e) Capital assets 


NOTES TO FINANCIAL STATEMENTS Capital assets are recorded at acquisition cost. 
MARCH 31, 1998 Amortization is provided for based on the estimated 
1. Description of organization ie life of the assets on a straight-line basis as 
ollows: 
Canadian Race Relations Foundation (“the Foundation”) : 
was established by way of federal government legislation Office furniture and 
(Bill C-63-The Canadian Race Relations Foundation equipment 5 years 
Act’) in December 1990, proclaimed in October 1996, and Computer hardware 3 years 
commenced operations in November 1996. Subject to Bill Computer software 3 years 
C-63, the Governor in Council appoints the Foundation’s Leasehold improvements over term of lease 


Board of Directors and Executive Director. 


The purpose of the Foundation is to facilitate, (f) Foreign currency translation 
throughout Canada, the development, sharing and 
application of knowledge and expertise in order to 
contribute to the elimination of racism and all forms of 
racial discrimination in Canadian society. 


Transactions in a foreign currency have been 
translated to Canadian dollars at the rate of exchange 
prevailing at the month end closest to the transaction. 
The market value of investments quoted in foreign 


The Foundation is classified as a registered charity currencies and accounts denominated in foreign 
under the Income Tax Act and, as such, is not subject to currencies have been translated to Canadian dollars at 
income tax, provided certain disbursement requirements the rates of exchange prevailing at the year end. Gains 
are met. and losses are taken into the current year’s income. 





Canadian Race Relations Foundation 











NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


S. 








Investments 
Average Market 
cost value 
$ $ 


Total investment portfolio............... 

Portion related to net assets 
restricted for endowment............ 

Portion related to net assets 
internally restricted for capital 
PLCSELVAU ON seececssreeeseveneseeceeee 


25,914,707 27,368,667 


24,000,000 24,000,000 


1,453,960 





1,914,707 1,914,707 


The portion of the investment portfolio related to net 
assets restricted for endowment is considered to be a non- 
current asset given that the underlying contributions are to 
be maintained permanently by the Foundation and are not 
available to fund its expenses. 


Capital assets 








Accu- 1998 L997 
mulated Net Net 
amorti- book book 

Cost zation value value 
$ $ $ $ 

Office furniture and 

Equipments 66,137 11,061 55,076 20,007 
Computer hardware...... 69,491 16,073 53,418 11,230 
Computer software....... 19,699 3,284 = 16,415 
Leasehold 

improvements.......... 1299 3,365 7,934 10,039 








166,626 33,783 132,843 41,276 


Deferred contributions—government grants 


During the year, the Foundation received $1,000,000 
(1997—$600,000) in government grants from the Secretary 
of State (Multiculturalism) (Status of Women) to fund its 
start-up expenses net of capital asset amortization and to 
fund the acquisition of capital assets. These monies were 
received pursuant to a memorandum of agreement dated 
February 25, 1997. The unexpended portion of the total 
funds received up to March 31, 1998 has been deferred. 


Canadian Race Relations Foundation 


Government grants, which are considered to be 
restricted operating funds received or receivable in the 
current year that relate to the subsequent year, are as 
follows: 





1998 1997 
$ $ 
Balance, beginning of year............. 1,384,932 
Add: 
Government grants received 
or receivable during year....... 1,600,000 
1,384,932 1,600,000 
Less: a hoe” 
Start-up expenses incurred, 
excluding amortization.......... 698,484 168,208 
Purchase of capital assets ........... 119,766 46,860 
818,250 215,068 
Balance; end: of yean-c..ss..itene se 566,682 1,384,932 


Effective May 29, 1998, the above noted memorandum 
of agreement was amended to reflect additional funding 
commitments made by the Secretary of State 
(Multiculturalism) (Status of Women) to the Foundation. In 
respect of the funding of start-up expenses net of capital 
asset amortization and the funding of the acquisition of 
capital assets, additional government grants are to be 
received as follows: 


Fiscal Year Amount 
$ 

BOO BOO eee ie faeces RO eave oc gue cs 750,000 

N99 OO Ae eter 8 as tenet rst nea ae sae oe 250,000 


Net assets restricted for endowment 


On formation, the Foundation received an initial 
endowment contribution of $24 million. The endowment 
contribution was comprised of $12 million, which was part 
of the Redress Agreement with the National Association of 
Japanese Canadians, and a matching contribution of 
$12 million from the federal government. This contribution 
was made in commemoration of members of the Japanese 
Canadian community who suffered injustices during and 
after World War II. 








NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Concluded 


The Canadian Race Relations Foundation Act stipulates 
that this endowment contribution is to be used only for 
investment and is not available to fund the Foundation’s 
activities. Investment income earned on these funds may be 
expended for the purpose of the Foundation and is reported 
as revenue of operations. 


7. Net assets internally restricted for capital preservation 


The Foundation during fiscal year 1998 established a 
capital preservation policy to facilitate the preservation of 
the net assets restricted for endowment at an annual rate of 
inflation. At March 31, 1998, the net assets restricted for 
endowment adjusted for inflation is $26,500,000 and the 
inflation component is $2,500,000. 


This internal restriction is subject to variances based 
upon the unrealized appreciation in the value of 
investments at any point in time. 


The balance as at March 31, 1998 is as follows: 


$ 
Unrealized appreciation in the value of 
amyestments (NOtSG) eee eee. dens-cesteearseceanssacenrette 1,453,960 
Operational surplus transfer........--1.--<.coccssseroensneeeees 1,046,040 
2,500,000 


8. Net assets internally restricted for reserve 


The Foundation during fiscal year 1998 established a 
reserve policy to provide stability to the operations of the 
Foundation from year to year in the event of a shortfall in 
investment income. Funds that are allocated for specific 
programs but are not fully expended during a fiscal year 
may be drawn from the net assets internally restricted for 
reserve. 


Operational surplus in excess of any transfer to the net 
assets internally restricted for capital preservation is 
transferred to the net assets internally restricted for reserve 
at the end of each fiscal year. 


9. Lease commitments 


The Foundation has a five year lease agreement for its 
office premises with the Minister of Public Works and of 
Supply and Services. The lease agreement provides for 
fixed annual rental payments of $63,898 during the period 
June 1, 1997 to May 31, 2002. 


10. Comparative figures 


The comparative figures were reported on by other 
auditors. 


The comparative figures for the statements of 
operations, changes in net assets and changes in financial 
position are for the five month period from commencement 
of operations, November 1996, to March 31, 1997. 


Certain of the comparative figures have been 
reclassified to conform to the current year’s presentation. 
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THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED JULY 31, 1998 
WERE NOT AVAILABLE AT DATE OF PRINTING 
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CANADIAN WHEAT BOARD, THE 


MANAGEMENT REPORT 


The financial statements of the Canadian Wheat Board 
together with other information contained in this annual report 
have been prepared by management, who have full 
responsibility for them, and approved by the Board. These 
statements reflect the results for the year ended July 31, 1997 
and the financial status of the CWB as at that date. 


Management’s responsibility includes ensuring that the 
financial statements are prepared in accordance with generally 
accepted accounting principles appropriate in the 
circumstances and consistently applied, and that appropriate 
systems of internal controls and formal policies and procedures 
are in place to ensure the integrity and reliability of accounting 
and financial reporting, as well as the safety of all of the 
organization’s assets. 


Deloitte & Touche, Chartered Accountants, the CWB’s 
external auditors, have performed an independent examination 
of the financial statements in this report. Management has 
made available to the external auditors all financial records and 
related data. 


The Canadian Wheat Board is responsible for ensuring that 
management fulfills its responsibilities for financial reporting 
and internal control. The Commissioners, along with the 
Chairman of the CWB Advisory Committee, act as an Audit 
Committee in exercising this responsibility. The committee 
meets with the external auditors to discuss the results of the 
audit and the evaluation of the CWB’s internal controls. The 
Internal Audit Department, reporting directly to the Audit 
Committee, has a mandate to provide timely recommendations 
and assessments concerning the effectiveness of internal 
controls. The committee reviews the action taken by 
management with respect to the recommendations made by the 
internal and external auditors. 


Donald E. Vernon, C.A. 
Executive Director, 
Finance and Treasurer 


Adrian Measner 
Executive Director, 
Marketing 


AUDITORS’ REPORT 
TO THE CANADIAN WHEAT BOARD 


We have audited the financial statements of the Canadian 
Wheat Board set out as Exhibits I to IX and notes thereto 
which include the balance sheet at July 31, 1997 and the 
statements of operations and distribution of earnings to 
producers for the 1996-97 pool accounts for wheat, amber 
durum wheat, barley and designated barley for the period 
August 1, 1996 to completion of operations on September 30, 
1997, the statement of cash flow for the year ended July 31, 
1997, the statement of advance payments to producers under 
the Prairie Grain Advance Payments Act as at July 31, 1997, 
the statement of administrative and general expenses and 
allocations to operations for the year ended July 31, 1997, and 
the statement of special account transactions for the year ended 
July 31, 1997. These financial statements are the responsibility 
of the Canadian Wheat Board's management. Our 
responsibility is to express an opinion on these financial 
statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these financial statements present fairly, in 
all material respects, the financial position of the Canadian 
Wheat Board as at July 31, 1997 and the results of its 
operations and the changes in its financial position for the 
periods shown in accordance with generally accepted 
accounting principles. 


Deloitte & Touche 


Winnipeg, Canada 
December 18, 1997 
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BALANCE SHEET AS AT JULY 31 EXHIBIT | 
SS  ——.)“—WY—<YWTT SS 

















ASSETS 1997 1996 LIABILITIES 1997 1996 
$ $ $ $ 
Accounts receivable Borrowings (Note /)ccscsascssateeesene 6,240,754,143 6,459,297 ,949 
SredinsalesnINOtee)cemeeemeece es 6,418,291,510 6,653,277,799 Accounts payable and accrued 
Gompletedssalesmme rene. eter: 66,184,064 25,669,295 expenses (NOLES) Wccesasesciseescseesanes 105,772,615 107,957,005 
Prairie Grain Advance Liability to agents of the CWB 
DRGMI CTS ACT eset aerecatenceases verses 161,575,235 52,651,783 (NGle.9) tara. rene, oomtitene cscs 1,364,322,369 1,159,716, 160 
(ME ee orge coer neencrnrsecee cs rrvexsarercereestats —__ 5,907,272 21,433,734 Liability to producers (Note 10)......... 703,327,514 545,233,825 
6,651,958,081 6,753,032,611 Provision for final payment 
expenses (Note wl iwc mes vieceerces 8,108,840 5,805,860 
Stocks of grain (Note 4)... eeeeeee: 1,682, 137,024 1,432,610,530 Special account—net balance 
Deferred and prepaid expenses of undistributed payment 
(ONISTIOT OD acon pene ee eee ee 38,127,819 51,440,276 accounts (NOt U2) hesremeretneter: 2,662,429 3,235,545 
Fixed assets (Note 6) 52,724,986 44,162,927 
TO Papa SSEES jee teeta retex toners ects te. Pet seeeses sce 8,424,947,910 8,281,246,344 Mota tab aii crre ceectneae eee Geen eee 8,424,947,910  8,281,246,344 
Approved: 
LORNE F. HEHN GORDON P. MACHEJ 
Chief Commissioner Commissioner 
RICHARD H. KLASSEN DONALD E. VERNON 
Commissioner Executive Director, Finance and Treasurer 
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1996-97 POOL ACCOUNT—WHEAT 
STATEMENT OF OPERATIONS AND 
DISTRIBUTION OF EARNINGS TO PRODUCERS 


for the period August 1, 1996 to completion of operations on September 30, 1997 


(with prior year comparatives for the period ended July 31, 1996) 


ee :?O00OEOD0ER0R0R"0"e0eOetT “<< 


Receipts from producers: Tonnes 
Revemiies (NOfETIS) icc cccccsetecescececcessacescecsncbescecerace cestessananewancteaaegeresamnesarescedresse=<= 7a 


Deduct operating costs 
Country elevator carrying charges 
TerminalstOrage seswerwscrrssserscceratasoctrasenes 
Demurrage / Despatch 







Additional freight—to terminals ............... 
=f rei pnt Tate CMAN SCq.cenanctvencacenesenesresfesaecnsneuncannoenessbacranttcse 





Bannmssidistribrited!toyprod UCeUs)rsscssercevsersessteaverrunarsncisncanecsuncmeneemeveressecen tsar eee 


Earnings distributed as follows 
Iba biel joven aan evn UiS ee (6 (EIN Si ee cnc ccer cee rhecashenrneceschceceooncodorb cn ee coer coacconaponscceonaneeaceca 
ANG UStIMEMt PA VIMSMIS aecewassessdecesstesese cat ee-sstsesessianecerar aeeatastuseerersteenersege tetera rec 
Final pay mentjereisce cterccyeccyessnontasesesvssssoseeameaneeareactatecastuuassere ceagevarsrestaemseer cee. ==- 
Rebateromprod Cer Cats meres tseeceasyaxcncesnatcnsetpenentarees entceantycccs= are renr teen or seen se teees 





































EXHIBIT I 
1996-97 1995-96 
Rate per Rate per 
Amount tonne Amount tonne 
$ $ $ $ 
19 756 578 14 352 453 
4,230,897,275 214.151 3,812,102,708 265.606 
56,525,504 2.861 53,088,474 3.699 
14,944,608 0.756 8,309,959 0.579 
eth SV) 0.950 9,884,097 0.688 
38,131,697 1.930 25,677,413 1.789 
2,686,523 0.136 6,958,629 0.485 
13,804,982 0.699 149,237 0.010 
2,31 1,393 0.120 3,400,351 0.237 
33,565,468 1.699 27,502,595 1.916 
(65,258,729) (3.303) (61,089,432) (4.256) 
115,551,021 5.848 73,881,323 5.147 
4,115,346,254 208.303 3,738,221,385 260.459 
3,707,842,403 187.676 2,918,509,781 203.346 
176,336,478 8.926 662,262,615 46.143 
231,066,148 11.696 157,283,664 10.959 
101,225 0.005 165,325 0.011 
4,115,346,254 208.303 3,738,221,385 260.459 
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1996-97 POOL ACCOUNT—AMBER DURUM WHEAT 
STATEMENT OF OPERATIONS AND 
DISTRIBUTION OF EARNINGS TO PRODUCERS 
for the period August 1, 1996 to completion of operations on September 30, 1997 
(with prior year comparatives for the period ended September 30, 1996) EXHIBIT III 
eS@q0qoQQQQQqeeee ee —(—€_—=—_———@—=sowwwswwswssweSaoqos«>«>=~S=S=Ss 09am 
1996-97 1995-96 
Rate per Rate per 
Amount tonne Amount tonne 
$ $ $ $ 
Receipts from producers: Tonnes 3 882 848 3 973 384 
PREV EMU I UIN OLE sli): os euete eek cenctee ts ccsessscvarscsazsassas-tiridedssacses dovantocenenthcsseeeiseesteestasss 962,792,723 247.961 1,130,364,370 284.484 
Deduct operating costs 
Counthyclevalor carnyin Ox HalCesr ery wcssnmeca mens esesee-s eee-con eet eet esos nase 11,965,467 3.082 14,386,754 3.621 
ASEM Al SEONA DE Coca Meee tee sess cess sencdecanscscthaceerscuasaceaceeesacdassacetietesecemateesessasseess 5,010,878 1.290 7,956,863 2.002 
MemuUma ge DSspat Clie secmaeecceskssecccsvercasecvs ce cesensecs ss sesciss cateccs,cotoeeeccseeteneesasstea se 1,294,828 0.333 (781,718) (0.197) 
Additional freight—to terminals 1522959382 0.316 3,510,438 0.883 
= IVel OMgrate (CHAN Crewe eee te tessdnereetnceesetetees 604,658 0.156 1,304,605 0.328 
NS) Teo AMN Pies hs pec es PTR Sessa Sass cov roa smc eon hes seal sucess vantuaeNees eee tsaes asi z0b5c%% 2,180,510 0.562 78,839 0.020 
Interest and depreciation on CWB hopper cars 466,060 0.120 941,365 0.237 
Administrative expenses 6,251,570 1.610 8,004,750 2.015 
HCETE SE CALITO S)e censee aera ss cbencacs cceunssnteremr cde i omenessssvassaeaceeretieecnsraoued tl vasecess (8,883,675) (2.288) (9,334,782) (2.349) 
20,116,228 5.181 26,067,114 6.560 
BATE IMPS ISETIDULEM LOMPEOCUCETS teer ancients - encase se eestenee auscsnsnstascsacdertacteceresereseestenss 942,676,495 242.780 1,104,297,256 277.924 
Earnings distributed as follows 
Feitta INANE MES ati CELIV CI Y sree etratscse oon sesseaeteorenscne-taceaess ieacccasecceccuieseocrartoesecsnstese 682,288,454 ILS FNS) 831,562,780 209.284 
Adjustment payments 161,120,614 41.495 175,425,808 44.150 
Interim payment ............. 41,703,041 10.496 
FAUT APTANA oe once ape see ca cease ca mhcaces sence ta seen creed tasiastuue Shopesaiwecavsdsatends 99,260,014 25.564 35092701 13.991 
ERED ALEHOMI PLOCUCET GANS yee ee ears cee rete aen dus sue sttenhcrst stings teaceosuceves sv oguueas sorscesteueaeiieess 7,413 0.002 12,896 0.003 
942,676,495 242.780 1,104,297,256 277.924 








Canadian Wheat Board, The A-169 








1996-97 POOL ACCOUNT—BARLEY 


STATEMENT OF OPERATIONS AND 
DISTRIBUTION OF EARNINGS TO PRODUCERS 


for the period August 1, 1996 to completion of operations on September 30, 1997 


(with prior year comparatives for the period ended July 31, 1996) 
Seen Eee Ll EEE 


Deduct operating costs 

Country elevator carrying charges 

Terminal storage 

Demurrage/Despatch 

Additional freight—to terminals 
—freight rate change... 


Receipts from producers: Tonnes 
Revenue (Note 15) 






Day Serge es wees even eeonttareetanet stancnncaceaccecneserereerrenans 


Interest and depreciation on CWB hopper cars 
Administrative expenses.............. 
Interest earnings 


Baminges distributed) to pro ducersincc.ceccsasssssvssteressnsatavensrnsasseuctedevareereereseennssevere === 


Earnings distributed as follows 


Initial payments at delivery 
Adjustment payments 


Final payment 


Rebate on producer cars 













































EXHIBIT IV 
1996-97 1995-96 
Rate per Rate per 
Amount tonne Amount tonne 
$ $ $ $ 
2 440 097 1 267 781 
385,966,275 158.177 266,619,989 210.304 
9,362,874 3.837 4,261,033 3.361 
2,462,246 1.009 1,666,050 1.314 
4,090,147 1.677 283,322 0.223 
1,929,869 0.791 (635,706) (0.501) 
232,271 0.095 1,080,912 0.853 
3,493,943 1.432 13,027 0.010 
292,886 0.120 300,360 0.237 
4,163,495 1.706 2,442,236 1.926 
(7,678,940) (3.147) (5,970,870) (4.710) 
18,348,791 7.520 3,440,364 273 
367,617,484 150.657 263,179,625 207.591 
339,813,142 139.262 220,053,281 173.574 
13,787,821 5.651 32,304,766 25.481 
14,006,741 5.740 10,808,345 8.526 
9,780 0.004 135238 0.010 
367,617,484 150.657 263,179,625 207.591 
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1996-97 POOL ACCOUNT—DESIGNATED BARLEY 

STATEMENT OF OPERATIONS AND 

DISTRIBUTION OF EARNINGS TO PRODUCERS 

for the period August 1, 1996 to completion of operations on September 30, 1997 
































































































(with prior year comparatives for the period ended September 30, 1996) EXHIBIT V 
u——sSsSsSsSsSsamamomn>Ssnsnmmman9mam9pnmSspOqs9NBBSaoOOSNNS$/s»#»w“s“w_wvw—«_—_onu«x««__————$——_————— ee 
1996-97 1995-96 
Rate per Rate per 
Amount tonne Amount tonne 
$ $ $ $ 
Receipts from producers: Tonnes 2 402 091 2 549 505 
REVENUE INOUE: UO) i cocscrstvettres tte stecec cee aacncs steed et eae cts Seve souausdhen ene tten, Were ass 530,873,216 221.005 620,029,297 243.196 
Deduct operating costs 
(Corntnvrelevatomcaniyin Si Chalpesennueeaeart cettece etrttteire cn eacstssecs es: 599,100 0.250 243,513 0.096 
Demiinra se Despatc iercre center eens oe eh cae eens ace fe ese Sas aacome cdot erect cssh is 219,284 0.091 (6,929) (0.003) 
AAA tonal mime st tO vemmaiial see see wee yaeeeereetee canesase ser etersaereasereceest ssh ets ee 25,582 0.011 8,495 0.003 
parihel ghtaterchan gears nacrcnctrscaestecere sere rrecere cease sects ates ace 152,268 0.063 (33,653) (0.013) 
Inferesiandidepreciationion GW hOppeL Cans rcs ses-<eete sceeceree-s.ssececestsceesnests ees 288,279 0.120 604,023 0.237 
Administrative expenses a: 4,084,200 1.700 4,885,483 1.916 
UIMLGNSS EMCAIINIM OS fore ears cece cae Seem note sen voeeedc ce se suse teneae mentee eeus ic erecereeeevatierteces (3,043,871) (1.267) (4,468,138) (1.752) 
2,324,842 0.968 1,232,794 0.484 
BAT SHC TSERD ULE CLO PLOCUCEI Gy. eecmaen erecta ssuoserssexcxessteescorriee te ares ass resteeereenmertnes 528,548,374 220.037 618,796,503 242.712 
Earnings distributed as follows a : _ a 
Initial payments at delivery 436,485,500 ES 493,505,162 193.569 
Adjustment payments ............. 65,696,042 71350 80,823,962 31,702 
inal PayIMeNt cr. ceeee eee ee 15,945,563 6.638 33,696,550 1S 207 
PPLOGUCELICON ACH SLOLA PO. cretere gees testes oesveaz ace sesexecacte seats score ay. veccpesovsneceueenesies 10,421,269 4.338 10,770,829 4,224 
528,548,374 220.037 618,796,503 242.712 
STATEMENT OF CASH FLOW 
for the year ended July 31 EXHIBIT VI 
1997 1996 
$ $ 
Cash flow from operating activities 
Cachrecctvedanomminersal ce Oly oy allem meee meee eens aeene ne errr oe See enerrnit ee, veges omen se cunts ee neve sete satay ererencer 6,110,529,489 5,829,116,364 
TIMES i CAN ING Clee ee sree ete eels ta ae ae keseea a Fe TAG Se es Fa oxo eG SSAC Wei SnslpFdéas cccvunupvgnedo dns obc oneavinsch dts tieaedt ts 84,865,215 80,863,222 
Gash maldetomoperalin ey COS spec Maem cre eee eee PORTIS esses aOR SE ace Se yo al cove tu css hace Seese Hae RCT Eee (241,206,097) (185,484,817) 
NGRtemsmOUred Wining anloutlay, Ghicash=—cepreClatlolnmerssse acess ss-uressensesassceres caeenesi cece seneutrasenearensersitas fooretiorsecse 5,221,774 — 4,745,328 
Cash flow from operating activities before working capital Changes..............cssscsccseecessssereccscreecersnceceaseceseerscecescnsscucnens 5,959,410,381 5,729,240,097 
ANDES ATW OUI M\ Capp ili | aman moe meee OO Cae one Mca raeama eee Pm echo vest ere Fos ueeac cae eet sree osAdenk Tigi eeSsensaeaee vereudbrosestevtes (69,001,523) 176,462,652 ; 
5,890,408,858 5,905,702,749 
Cash flow from other activities 
Decrease in accounts receivable—credit sales ..........:.ccccccseeeeseeseeeees 234,986,289 78,278,156 
EECHTASEROIMEEKC CASSEL amen a eer oM tr eR Sr cee Ree We are PeCDEE Reese MT seu nt sesscc tery ataatc ere races at scereenietieees __ (13,783,833) ___1,603,649) 
221,202,456 76,674,507 
MISICAS MLO WEDELOTe CIStri DUT OL ame meme mmenmentnceu inti te seraeta ence eatacereee art tere etecesrar ae reese eee teey ssceaougacseseorescesvenenss a 6,1 11,611,314 5,982,377,256 
Cash distributed to producers 
Sashibalancs uncisumbutedimupriOr yeat emeeeers-crecseeccceceescesesowtey ea ran ssa scte casos ove cess duvivese.cveratlecsensbersapoesnesté-vecstsaves-venerede (299,275,785) (524,164,822) 
Crnrent yeanibalances: Gistributed to prod Ucens PLIOL COM ULys5 Lunreiseacct-saeacest sovecesectersaecetverv er scvaccos severe: ssccerc-ssaasertassssente a 6,593,791,723) G 425,2 18,984) 
(5,893 ,067,508) (5,949,383,806) 
BIR EEL ONE AS CEM CASI reer nes ree ree rome weet SOE SE ANTE farses taco as oat cs cess ca dov ss atweeadsiisen cavewseSuinescasesdsseteeesssivcesetuceenessvancsenesce 218,543,806 32,993,450 
Otros abibe sis oro tayCalsece te seecs see ecveiteccencecstcesacromeeutetecca7-ceesosactcoope ta cecuasnsast-asestsactass oh vsescessivistonedssevenscesscvere ss << (6,459,297,949) (6,492,291 399) 
BSA ROMVITE OS est TAG (sy Alisa een eee ee ne Near ee Tete veer une cnceee tap ne sba wear dese casas regsbasvsednssssveiaéseseen scskcecazertecaeatde (6,240,754,143) (6,459,297 ,949) 
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STATEMENT OF ADVANCE PAYMENTS TO PRODUCERS 
UNDER THE PRAIRIE GRAIN ADVANCE PAYMENTS ACT 


























Default interest 


Interest received from producers on default payments 








as at July 31 EXHIBIT VII 
eee Ses? 0—0 OO“ O“C“5$*“70vU <<< 
1997 1996 
Cash Advances Balance to Balance to 
advances to repaid by be refunded be refunded 
producers producers by producers by producers 
$ $ $ $ 
Balance to be refunded by producers 
TOSS-SOrand prmOMmenop VEALS saese: <racentenseonevecwenavenrs 9-7 eccereenseenetBeas sntsevaveesorsesciers 4,705,363,450 4,694,983,915 10,379,535 10,626,032 
1989-90 crop year 144,260,874 141,956,590 2,304,284 2,516,948 
1990-91 crop year 1,461,790,445 1,453,627,144 8,163,301 8,754,814 
1991-92 crop year 1,163,737,749 1,154,360,881 9,376,868 10,466,755 
1992-93 crop year 1,081,150,782 1,069,192,498 11,958,284 14,200,245 
1993-94 crop year 819,208,984 800,000,176 19,208,808 25,861,434 
1994-95 crop year 524,197,302 S27 2:972 3,024,330 7,042,617 
1995-96 crop year 542,198,368 538,740,829 3,457,539 67,176,060 
1996-97 crop year 874,948,103 707,692,901 167,255,202 
11,316,856,057 11,081,727,906 235,128,151 146,644,905 
Interest costs payable by Government of Canada 
Interest costs payable by Government Of Canada ..........ccscesseceesesseneeessseereeerenes 383,367,301 374,263,690 
Deduct amounts received from Government of Canada ...............ccsssseeeeeeeeeeeeee (382,920,379) (373,549,555) 
446,922 714,135 
Interest charges payable by producers 
Repular interest payable Dy ProduCens:......scscesrrcecveen reesnrencrrsencrarnsesnarrnsnctwostesas 30,390,986 29,376,803 
Dednctamountsrecetved trom prloducersirer-cccurcsnerscssseseseenenseenesearastersnesseser ex (28,602,831) (25,587,645) 
1,788,155 3,789,158 





(33,761,679) 


(32,161,743) 














Deduct amounts forwarded to the Government of Canada 31,552,114 26,860,281 
(2,209,565) (5,301,462) 
Deduct balance of funds received from 

Government of Canada to cover advance payments in default (71,878,188) (90,984,373) 
Line elevator companies to cover advance payments in default... (1,466,902) (1,903,388) 
Line elevator companies to COVer CUTTENt AdVANCES........:..s:cecceeseesesteereeeereneeneees (233,338) (307,192) 
(73,578,428) (93,194,953) 

1613575,235 52,651,783 











Since the 1990-91 crop year, the producer pays interest on the part of the cash advance that is in excess of $50,000, and the Government of Canada pays interest on 
advances up to $50,000 (except 1993-94 when the producer paid interest on the part of the cash advance that was in excess of $60,000 and was required to pay the 
first 2.25% interest on advances up to $60,000). During the 1989-90 crop year, the producer was required to pay all of the interest on the cash advance. Prior to this, 
the Government of Canada paid all of the interest. 
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STATEMENT OF ADMINISTRATIVE AND GENERAL EXPENSES 
AND ALLOCATIONS TO OPERATIONS 














for the year ended July 31 EXHIBIT VIII 
SS “o——————we—VS oe 
1997 1996 1997 1996 
$ $ $ $ 
Administrative and general expenses Allocation to operations 
PNAS O1yAC OMNI Crete can, areseress «cree setecssnieesee 212,019 258,516 Marketing of producers’ grain 
Annual report, Grain Matters and other 1996-97 pool accounts 
CWB publications 731,974 544,783 —Wheat 19,306,864 
Area representatives ..... 375,485 299,377 —Durum.... 3,443,975 
PANIGIE TEES cc crccasececvstnsuss 163,000 153,000 —Barley 2,384,553 
Bonds rand ansurancemcct-ste «eae eereeeeee oes 60,701 57,469 —Designated barley..................:0ss0s0000- 2,347,413 
Car Allocation Policy Group—CWB share 1995-96 pool accounts 
OL Operatin PeXPeMSES metre. fees ssceenee 35,000 Sa WME Aen crereceence ltteer axcrscny vecrereessaceas 12,347,138 15,037,940 
Canadian International Grains sa UTE) oeetsetteroestenn weteg sete nicverveaseees 3,768,713 4,163,157 
Institute—CWB share of DADC penetrance ce a erie ct eneats ceicaseeale 1,090,647 1,328,331 
OperatingiexpenSescamss.wee seer terres 1,623,164 1,400,333 Designated Darleyir.c.c.c.-.tc1.cocesesevcsasves 2,193,290 2,671,272 
Communications and information................. 195,818 262,746 1994-95 pool accounts 
Computing equipment—rentals SWC aba see ere ea eeiee etre Medes setseioosib 12,315,958 
BUCUSCMVICES sstecvencosestcaserecssafece ceeieseds cree 5,762,260 2,953,633 ac DUTUIMID veces sot decestectvecseseateostaaresescenss one 3,422,165 
Depreciation on automobiles, buildings —Barley 891,399 
computer equipment and systems, —Designated barley 9265933) 
furniture and equipment ...........c:ceeeeee 2,559,696 1,852,188 Cost allocated to pool accounts 
DDistrcleme tin OSeecence--. cere cere stecce tsaeceee cares 21,947 21,204 based on relative tonnage............ceeeee 46,882,593 41,757,155 
Human resources—salaries............:csceseseeees 21,386,370 21,000,991 Distributing final payments to producers 
Human resources—employment insurance, 1989-90 to 1995-96 pool accounts 
pension, group insurance, medical (1989-90 to 1994-95 pool accounts for the 
and other employee benefits .................... 4,882,949 §,139,259 prior year) 
Human resources—recruitment .........ccceeee 252,863 71,026 —Wheat 327,032 441,361 

















Human resources—training and —Durum 91,620 124,417 
GEVELOPMENO cragcrsrcessccessescescecteetreaterecis- 203,665 320,134 —Barley 65,020 81,228 
ee al fees: andi CONLH COStS cscs ters ete: 376,808 21,800 —Designated barley 58,118 69,017 
Managementiconsulting:c1 scveset--.0-.sreeeese 482,812 534,912 Cost allocated to payment accounts 
Manitoba Health and basediombactivityeseses ene etceate ete ents 541,790 716,023 
IPAUCAON aXe tesceccraccssctce suse snceseexesaeces: 472,799 484,452 
Office and miscellaneous 1,195,881 927,563 
I OStA DC eeccoecesroceteresecceess. caeseeecessetesttctaseeerates 934,771 1,042,426 
Printing, stationery and supplies.... 539/379 567,978 
Publications and subscriptions.................06 325,800 274,182 
Rental and lighting of offices, 
including maintenance of The Canadian 
WiheatB cand buildin oirincrsvcesscereeeeecse--s 2,059,766 2,075,693 
Repair and rental of office equipment........... 309,214 237,602 
Telecommunications 753,458 668,895 
Travelling and transfer of staff 1,506,784 1,303,016 
47,424,383 42,473,178 47,424,383 42,473,178 
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STATEMENT OF SPECIAL ACCOUNT TRANSACTIONS 











for the year ended July 31 EXHIBIT IX 
eee Sr OO05 C5 5 ————_—<<—_—<—m@oum 
1997 1996 
$ $ 
Balance of special account at beginning Of Year ...........cccceceseseseeeeseseteeseseseeseseseserecscsseesensnsseeresensvssssassesaessesnessesceensesecenaneeeaniaaeatets 3,235,545 2,484,872 
Add transfer to special account from payment accounts authorized by Order-in-Council ...........s.secsesseseesesesseseeseenseeeseenesseseeseneesens 1,360,539 
3,235,545 3,845,411 
Deduct expenditures authorized by Order-in-Council noted belOW...........scesestesesseseseneesesesseseeeseesesenenesssseesssnsnenensssenesensstecsensataes (562,076) (609,799) 
Deduct payments to producers against Old payment ACCOUNES ..........cccceeseseceseseseeeetsrseeeereesneeesenevanenesesensnssssecevavsensensnsvenenensecnenenenens (11,040) (67) 
Balance of special account at end Of year .........csesesssesssesesssssesesesesesenenencnencassescnsnsacssssssssssssncnsnsnsstsesesssssrsensussesesencerssnensnsatatieneneas® 2,662,429 3,235,545 


Details of Expenditures: 








Unexpended Authorized Unexpended Expended 
Authorized by as at crop year as at crop year 
Order-in-Council Description of purpose July 31, 1996 1996-97 July 31, 1997 » 1996-97 
$ $ $ $ 
P.C. 1994-1305 Market 
P.C. 1995-2202 GeVelOpMen ihe str seerree: sarreseeaseeeaseaens 335,783 179,229 156,554 
P.C. 1995-2203 Canadian International 
P.C. 1996-1358 Grains Institute 
—capital expenditures................00+ 115,000 59,478 55522 
P.C. 1990-1538 Scholarship pro pvamee. aeevermce as 44,024 305,976 350,000 
494,807 305,976 238,707 562,076 























As at July 31, 1997 there were unexpended authorizations totalling $238,707 leaving an unallocated balance of $2,423,722. 
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NOTES TO FINANCIAL STATEMENTS 
(the following are an integral part of the financial statements) 


1. Act of incorporation and mandate 


The Canadian Wheat Board (CWB) was established by 


the Canadian Wheat Board Act, a statute of the Parliament 
of Canada. The CWB was created as an agent of Her 
Majesty in right of Canada for the purpose of marketing in 
an orderly manner, in inter provincial and export trade, 
grain grown in Western Canada. The CWB is accountable 
for its affairs to Parliament through the Minister 
responsible for the Canadian Wheat Board. 


2. Summary of significant accounting policies 


(a) 


(b) 


Results of operations 


The annual accounts at July 31 include the final 
operating results for all pool accounts for the crop year 
ended July 31, where marketing operations have been 
completed before the issuance of the annual report for 
that year. In determining the financial results for such 
pools, the accounts of the CWB at July 31 include: 


(1) Stocks of grain on hand at July 31 at the values 
which were ultimately received as sale proceeds. 


(11) Provision for all expenses incurred or to be 
incurred in the process of marketing these stocks 
of grain including a charge for the portion of 
administrative and general expenses incurred 
subsequent to July 31 but relating to this 
marketing activity. Expenses related to marketing 
activities carried out subsequent to July 31 are 
included in accounts payable and accrued 
expenses. The expenses included are carrying 
charges, storage, interest, rail freight and other 
transportation charges, and administrative costs, 
together with all other sundry expenses incurred 
during the period. 


(111) Balances not yet distributed to producers at 
July 31 where marketing operations have been 
completed for the 1996-97 pool accounts are 
included in Liability to Producers. 


Allowances for losses on accounts receivable from 
credit sales 


The Government of Canada guarantees the principal 
and interest of both the accounts receivable resulting 
from sales made under the Credit Grain Sales Program 
and the CWB’s borrowings incurred to finance these 
accounts receivable. Because of these guarantees, the 
CWB is not at risk should any of the unpaid amounts 
prove to be uncollectible. For credit sales made 
outside of the Credit Grain Sales Program, the CWB 
has entered into arrangements with a Canadian 
financial institution to guarantee that the CWB has no 
credit risk. Therefore, no provision is made by the 
CWB with respect to the possibility of debtors 
defaulting on their obligations. 


Canadian Wheat Board, The 


(c) Fixed assets and depreciation 


Fixed assets are recorded at cost and depreciated on a 
straight line method over their expected useful life as 
follows: 


Computer equipment and systems 1 to 10 years 
(to 1/20 residual value) 


Automobiles 2 years 

(to 1/3 residual value) 
Building and office alterations 3 years 
Office furniture and equipment 10 years 
Hopper cars 30 years 
Building 40 years 


(d) Translation of foreign currencies 


Sales contracts denominated in foreign currencies are 
hedged by forward exchange contracts and are 
translated into Canadian dollars at the rates provided 
therein. Other income and expenses are translated at 
the daily exchange rates in effect during the year. 


Assets and liabilities denominated in United States 
dollars are translated at the exchange rate in effect at 
the balance sheet date. The CWB hedges its United 
States dollar assets and liabilities on a total portfolio 
basis. It is the CWB’s policy to manage these assets 
and liabilities in order to minimize net exposure to 
foreign currency fluctuations. Exchange adjustments 
arising from conversion of amounts due from foreign 
customers and borrowings are included in interest 
earnings. 


Medium term notes issued by the CWB in currencies 
other than the Canadian or United States dollar are 
hedged by currency swap agreements and are 
translated into Canadian or United States dollars at the 
rates provided therein. 


(e) Hedging of anticipated future transactions 


The CWB has entered into wheat future and option 
contracts to price a portion of anticipated sales. The 
CWB has also entered into foreign exchange forward 
and option contracts in order to manage the foreign 
exchange risk of a portion of anticipated sales. The 
gains and losses on these contracts form part of the net 
sales price and are recognized in income as an 
adjustment to sales revenue in the same period as the 
sales being hedged. 





NOTES TO FINANCIAL STATEMENTS—Continued 
(f) Interest and bank charges 


Interest expense and bank charges incurred by the 
CWB in financing its activities and interest revenue 
earned are calculated on a full accrual basis. Interest 
expense and revenue are netted which is consistent 
with the requirement under the Canadian Wheat 
Board Act that such amounts be treated as charges or 
recoveries of operating costs. Net interest earnings 
includes interest earnings and expenses related to 
accounts receivable, bank charges, transaction and 
program fees on borrowing facilities, and interest 
earned on each pool account during the pool period 
and until final distribution to producers. 


(g) Administrative and general expenses 


Administrative and general expenses, except for that 
portion of such expenses attributable to distributing 
final payments to producers, are allocated to the 
various pool accounts to which the services relate on 
the basis of the relative tonnage. Expenses attributable 
to final payments are allocated on the basis of the 
number of producers receiving payments from the 
various pool accounts. 


(h) Post-employment benefits 


Benefits provided to employees upon retirement or 
termination are recognized in the accounts as they are 
earned by the employees. The unaccrued balance as at 
July 31, 1993 was $7,980,330, which is being 
amortized on a straight line basis over ten years 
commencing with the 1993-94 crop year. The 
unaccrued balance at July 31, 1997 is $4,788,198 
(1996—$5,586,231). 


3. Accounts receivable from credit sales 


The status of accounts receivable from credit sales is as 











follows: 
1997 1996 
$ $ 
Due from foreign customers 
(CULTEDU se csste wert cesewessoretear es 226,758,452 410,285,821 
COMERCUE! Ts csencneeraects vents ccovearet 578,518,611 542,894,695 
Subject to a Paris Club 
TESCNECU li Op merece seers 283,364,048 137,842,737 
Rescheduled ones. cin ee 5,276,890,424 — 5,430,839,079 
6,369,531,535) | .6,521,862.332 
Due from Government 
Of Canad anes tenes 2/2975 131,415,467 
6,418,291,510  6,653,277,799 


Amounts that are current include balances receivable of 
$22,100,819 (1996—$80,376,397) arising from credit sales 
made outside of the Government of Canada guaranteed 
Credit Grain Sales Program. 


The accounts receivable from credit sales mature as 





follows: 
1997 1996 
$ $ 
Within 
1 year oe eececcrcevevenaracsenevevesecscescss 3733923.521 322,340,339 
D: SCANS 2. cavasessteepepcoesseores erences 63,088,244 237,822,995 
SEV CATS cee eer teases ae 95,019,027 338,310,972 
ANYOATS Hid. sa ..eosen ee meeaonereaett 123,318,138 342,260,933 
SWEATS usar ieeen nse ne eossenee: 206,659,378 296,221,345 
More thanlsiycasi eee eer ss. 4,978,164,791 4,573,426,520 
Overdues eect. teers tecearce cre 578,518,611 542,894,695 





6,418,291,510 6,653,277,799 


Amounts due from foreign customers 


These accounts receivable arise from sales of grain to 
Algeria, Brazil, Egypt, Ethiopia, Haiti, Iran, Iraq, Jamaica, 
Pakistan, Peru, Poland, Russia and Zambia. The terms call for 
payment in full within 36 months or less from time of 
shipment, except for Algeria, Brazil, Egypt, Ethiopia, Haiti, 
Jamaica, Peru, Poland, Russia and Zambia where the CWB, 
together with the Government of Canada, has agreed to 
reschedule certain receivables beyond their original maturity 
dates. All the reschedulings are arranged by the Paris Club, a 
forum through which the governments of debtor and creditor 
countries establish mutually agreed terms for the rescheduling 
and/or reduction of debts owed to the creditor governments and 
their agencies. Terms of such reschedulings vary, calling for 
payment of interest and the rescheduled debt for periods 
ranging from 5 to 25 years. 


Of the $6,365,531,535 (1996—$6,521,862,332) principal 
and accrued interest due from foreign customers, 
$4,490,063,911 (1996—$4,597,347,569) represents the 
Canadian equivalent of $3,258,391,808 (1996— 
$3,343,768,688) repayable in United States funds. 


Due from the Government of Canada 


In addition to debt relief by means of extending the payment 
terms, the Government of Canada has in certain cases agreed to 
provide various levels of debt reduction, through the Paris 
Club, to customer countries who have rescheduled amounts 
owing to the CWB. Under the debt reduction arrangements, 
payment of amounts owing to the CWB is divided on an 
agreed basis between the debtor country and the Government 
of Canada. The amount of $52,759,975 reflects the amount due 
from the Government of Canada as at July 31, 1997 under 
these debt reduction agreements. 


Of the $52,759,975 (1996—$131,415,467) accrued interest 
due from the Government of Canada, $28,922,874 (1996— 
$39,619,072) represents the Canadian equivalent of 
$20,989,023 (1996—$28,8 15,966) repayable in United States 
funds. 
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| NOTES TO FINANCIAL STATEMENTS—Continued 
4. Stocks of grain 


Stocks of grain at July 31 are reported at the value 
ultimately received as sales proceeds as follows: 


1997 1998 
$ $ 
Wiha tetas ret. tbe nos odoes 1,166,874,727 840,641,828 
DUT etn teen es 329,674,513 452,585,664 
Barleyirsrase-tetcuxramesrcn 107,241,670 70,071,525 
Designated barley................. 78,346,114 69,311,513 


1,682,137,024 — 1,432,610,530 


5. Deferred and prepaid expenses 


Deferred and prepaid expenses of $38,127,819 (1996— 
$51,440,276) includes prepaid costs of moving inventory to 
eastern export positions of $18,063,545 (1996— 
$20,983,031), deposits on commodity margin accounts of 
$5,431,555 (1996—$1,871,049), foreign exchange options 
premiums applicable to subsequent pool accounts of 
$5,395,248 (1996—$0), purchase options on leased hopper 
cars of $5,137,335 (1996—$5,137,335), net results of 
commodity hedging activities applicable to subsequent 

pool accounts of $3,320,546 (1996—$21,258,841), and 
| other deferred and prepaid expenses of $779,590 (1996— 











| $2,190,020). 
| 6. Fixed assets 
1997 1996 
Net Net 
Accumulated book book 
| Cost depreciation value value 
| $ $ $ $ 
LOD PS ls CALS pe seeene seem ees arene U eee ace nH seitavnt'en ate tastuae cs acuesecdorsskueds cake Funewusese 86,752,287 50,606,894 36,145,393 39,057,399 
Compurewequinimen tani sVSlemisee wr eee eect eererece meme ea eeeee er once coeeeeearec sees eee 20,080,067 1,295,320 12,784,747 1,476,203 
Officemurnitinesandiequinimme niet ccc en ce erue se cers ncaesneceetes teres eeeses reece eee 4,774,559 2,798,416 1,976,143 1,890,337 
TES Ui ch Lich vam meee, deen eM arcsec Pa eld cts le dei Sc ass dipen onan exodauianesh egnnuatvayerdavens’ 4,572,956 3,768,450 804,506 904,893 
Build Seamc iO mneeAlteratlOms <.ckeateree eee caee ce cease SAO uneNSare Asay easee sees ce sneciaesenussesscaancesants 1,882,190 1,283,568 598,622 440,221 
PAU COMO DIES tcpeeate ater eee MON ae acleae Rance eat ss stevens ace PLease eae vere Acasa veesissaveaCcusciseneesavees 588,066 231,827 356,239 393,874 
CASCIO ita RON CLOGS cates cerareren seas see seee cae eared cc wcs sens ates a Saks cuncvsesscsneunctsese cedesestsessoses 73,659 14,323 59,336 
118,723,784 65,998,798 52,724,986 44,162,927 


Two thousand hopper cars were purchased by the CWB 
in 1979-80 having an original cost of $90,555,623. Of 
these 2,000 cars, 84 cars have been wrecked and 
dismantled leaving 1,916 still in the fleet. The CWB is 
reimbursed for destroyed cars under an operating 
agreement with the Canadian National Railway. 


7. Borrowings 


Details of these borrowings are as follows: 








1997 1996 
| $ $ 
Short term debt instruments 
ATIGHLOATIS Se eects, see. ieee ca see 5,760,845,131 5,923,783,101 
Medium term debt 
IMNISHUUSCTES tees ecss oneseeeeees 479,909,012 $35,514,848 





6,240,754,143  6,459,297,949 
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NOTES TO FINANCIAL STATEMENTS—Continued 


These borrowings fund the following: 


1997 1996 
$ $ 





Funds on deposit from 
ordinary operations........... 

Borrowings to finance 
Cheditysales@ years sereranne: 


(177,537,367) (193,979,850) 


6,418,291,510 6,653,277,799 
6,240,754,143 6,459,297,949 





Of the total short term borrowings $3,944,082,032 
(1996—$4,069,850,631) represents the Canadian 
equivalent of $2,862,178,543 (1996—$2,960, 106,648) 
repayable in United States funds after giving effect to 
currency swaps. Of the medium term borrowings, 
$479,909,012 (1996 —$535,514,848) represents the 
Canadian equivalent of $348,264,885 (1996— 
$389,493,671) repayable in United States funds after 
giving effect to cross-currency interest rate swaps. 


The CWB's borrowings are undertaken with the 
approval of the Minister of Finance. Such borrowings 
constitute direct obligations of the CWB and as such 
constitute borrowings undertaken on behalf of Her Majesty 
in Right of Canada. 


Accrued expenses and accounts payable 








1997 1996 
$ $ 
Expenses incurred 
subsequent to July 31 for 
marketing activities on 
behalf of the current 
year pool accounts............. 62,555,310 38,544,905 
Deferred sales revenue............ 30,642,331 33,577,806 
Accounts payable c0-c...c..0---<.- 12,574,974 35,834,294 
105,772,615 107,957,005 
Liability to agents of the CWB 
1997 1996 
$ $ 


For grain purchased from 
PUOGUCEES iececcrn<eseutecetnpese-se= 
For deferred cash tickets ......... 


1,191,064,200 957,709,932 
173,258,169 202,006,228 


1,364,322,369  1,159,716,160 





Grain purchased from producers 


Grain companies, acting in the capacity of agents of the 
CWB, accept deliveries from producers at country 
elevators and pay the producers on behalf of the CWB 
based on the CWB's initial price in effect. Settlement is not 
made by the CWB for these purchases until delivery to the 
CWB is completed by its agents at terminal or mill 
position. 
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Liability to agents for grain purchased from producers 
represents the amount payable by the CWB to its agents for 
6 648 763 (1996—3 951 298) tonnes of grain on hand at 
country elevator points and in transit at July 31 for which 
delivery to and settlement by the CWB is to be completed 
subsequent to the year end date. 


Deferred cash tickets 


Grain companies, acting in the capacity of agents of the 
CWB, deposit with the CWB in trust an amount equal to 
the deferred cash tickets issued for CWB grain. These 
funds are returned to the grain companies to cover 
producer-deferred cash tickets maturing predominantly 
during the first few days of the following calendar year. 

















Liability to producers 
1997 1996 
$ $ 
Outstanding producer 
cheques at July 31 
Wiha tiesto sets scetctectnc-: 177,196,112 153,398,037 
Vc eeveses-tacseeenrs scape soe 122955373 64,589,683 
Banley vorccotcss ticeeteeeieesceas 3,169,751 8,899,593 
Designated barley................ 50,269,393 19,067,706 
Odts Fee Pee eee 3,021 
342,930,629 245,958,040 
Undistributed earnings to 
producers 
Wheat, ce ncete screr esetieeurenre PIM MSO 157,448,989 
| BYU thao poeeen se recess csarecerG 99,267,427 97,308,668 
Barley Pucssecnsvticcassmscueee 14,016,521 10,821,578 
Designated batley:ccom.cscerse 15,945,564 33,696,550 
360,396,885 299,275,785 
703,327,514 545,233,825 


Provision for final payment expenses 


The amount of $8,108,840 (1996—$5,805,860) 
represents the balance of the CWB's reserve for final 
payment expenses of pool accounts that have been closed. 
Six years after particular accounts have been closed, the 
remaining reserves for these pools may be transferred to 
the Special Account by Order-in-Council. 


Special account—net balance of undistributed 
payment accounts 


In accordance with the provision of Section 39 of the 
Canadian Wheat Board Act, the Governor in Council may 
authorize the CWB to transfer to a Special Account the 
unclaimed balances remaining in payment accounts which 
have been payable to producers for a period of six years or 
more. In addition to providing for payment of proper 
claims from producers against these old payment accounts, 
the Section further provides that these funds shall be used 
for purposes as the Governor in Council, upon the 
recommendations of the CWB, may deem to be for the 
benefit of producers. 
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NOTES TO FINANCIAL STATEMENTS—Continued 
13. Lease commitments 


The CWB, as an agent of Her Majesty in Right of 
Canada, leases 2,000 covered hopper cars for the 
Government of Canada. All lease costs are recoverable 
from the government and are not a charge to the operations 
of the CWB. Total payments associated with leases in the 
year ended July 31, 1997, amounting to $18,889,422 
(1996—$20,248,521) have been recovered by the CWB. 
Lease terms are for 20 and 25 years. 


14. Off balance sheet financial instruments 


The CWB enters into interest rate hedging transactions 
to manage its funding costs and to implement asset/liability 
management strategies. These transactions are designed to 
reduce the CWB's exposure to mismatches in revenue and 
expenses resulting from fluctuations in interest rates and 
foreign exchange. These transactions include interest rate 
swap contracts, cross-currency interest rate swap contracts 
and currency swap contracts. 


The CWB also transacts foreign exchange forwards, 
swaps, and options with financial institutions with the 
objective of hedging currency exposure arising primarily 
from grain sales. By hedging the CWB's currency 
exposure, risk arising from adverse currency movements is 
reduced. 


As at July 31, the total notional amount of these off 
balance sheet financial instruments, all either maturing or 
rate re-setting within one year, is as follows: 


Interest rate contracts 
Sit Cle CUMeNG yeti (SLES trAlers WiA[)S ees waane reer stnes es ceeae ete cseayercess ee etereey rae ence 
CGross-ChirencyINterestirate Swap Summer mere iene etree rece te eneeeeee 
BITTE TA GS Way ap Sta sweetest aestec ee ea Some et ne etc ses ceuvocecr ead cvaeyease cect ess suepewiedens? 


Foreign exchange contracts 
orelgmiexc han pestorwand Sie cqrwte csc. cs ccsceancectresusncsseucesovevescserseneseievotecsssceacves 
Foreign exchange swaps 
Forelroniexchan pe purchased Opinions .crsempeccotes ceccsssrescarensasseeseeevesvacspexeasencests 
Boreipnrexchan Seis lds @ptl Oms menccseneee vec teewea tac coos snc caceare tons aeiene-ctvetsaassedesesevs 





The fair value of interest rate contracts refers to the net 
present value of expected future cash flows based on 
current market rates. These values have been derived using 
various methodologies including net present value analysis 
and quoted market prices where available. The fair value of 
foreign exchange contracts refers to the market value of 
forward contracts and the replacement value of options 
contracts. These estimates of fair value are extensively 
affected by the assumptions used and as such, should not 
be interpreted as realizable values in an immediate 
settlement of the instruments. 
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1997 1996 
Notional Fair Notional Fair 
amounts value amounts value 
$ $ $ $ 
384,875,400 (760,671) 695,699,400 212,124 
300,769,012 4,968,204 123,044,848 9,747,822 
710,413,893 (29,625,867) 939,752,294 20,415,627 
1,396,058,305 (25,418,334) 1,758,496,542 30,375,573 
969,526,082 (2,949,600) 886,026,683 (3,577,603) 
158,670,547 1,882 
1,059,682,000 10,396,500 27,498,000 97,000 
784,082,000 (1,674,550) 27,498,000 (128,000) 
2,971,960,629 5,774,232 941,022,683 (3,608,603) 
4,368,018,934 (19,644,102) 2,699,519,225 26,766,970 
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The CWB manages its exposure to the risk of non- 
performance by the counter party by contracting only with 
financial institutions having a credit rating which complies 
with the Financial Risk Management Guidelines approved 
by the Board of Commissioners and submitted to the 
Department of Finance. The CWB's maximum credit risk 
exposure at July 31, 1997 for these classes of financial 
instruments is calculated as $21,366,996 (1996— 
$32,465,224). Credit exposure is calculated as the sum of 
all positive fair values for these classes of financial 
instruments as of July 31. 


. Sales 


Net sales are calculated as follows: 


(a) Wheat pool account 


Completedisales top luly Sil cer -ceece waesenceneeesectlatcarsrpatecesycteeaeeterte seen tanersrsyanveweve 
Sales shipped subsequent to July 31 
Weight losses in transit and in drying 






Deduct 
Grain acquired from other than produces ..............csssscesesseseesencereseesseneessssens 
Sales/used! to value prior pool!aCCOUMt...20..<..--:.ccccsssesetsasaenesencsaseaoseaceaeseseeneess 


INGfisalesiof Wheat cscsnscsesctuecsacestessseceacotsap rain ous te coanendaesnscsvtataners seueaeadeeesentmentaann 


The disposition of wheat stocks in tonnes is segregated 
as follows: 


Domestic salege-ccceetasceses-conccvsnsescaesvsecseaedecvesseccvscv asses onaatamtasteevaes caversesereran 
ERD OID Sales secsccereeest eee nearer sarenese conte seentcee: or sacrereartars <ceenm en tents esse cence 
Sales to subsequent pool account 
Weight losses in transit and im Crying............2::sssssssereesesessaccacerssncsnrenseersseenens 





(b) Durum pool account 


Completed! Sales ttm alyis Li psesssasessessatessterenseateene:saatacnmntesteteen tay srereenanceeesnees eres 
Salesishippedisibsequentitor uly Sill scearersdeacsacenenesaccosseencnetetr terete tener ene teen crea a 
Weight losses unitransit ang in Gr yin On ccssesntceacmecensestecareenteeernsearcee nese teesce ces 


Deduct 
Grainacquired tromiother thamiproduGens.cyertssescsccscenerscsersnsgetaze-eessoneneanccemness 
Salesusedito, value pron pOolace oitre memes eeencraceestancetecumracrarerarhaes enero ex 


Net Sales’ Of Duriiriis ch case. ecccodeacevsacmorsas caterrtnceceterenexksUsotreaee ces aneteawetacvecteesesesacser 


The disposition of durum stocks in tonnes is segregated 
as follows: 


DOE Stic Sales seers sc oneness eet aaatee ehac steers verantey spasusrspaeea cee esns tees orn saunaseencacceencs 
ESR OMt SALES ees aeeeeecs eseteseecnd snes esneccoess 
Sales to subsequent pool accoumt........cscccsseeeereene 

Weight lossesin transit andi) Cr yit1 oi: ssercsev-ansyseeeacnassnsvetavacaead Onde seceremenencteseee 















































1997 1996 
Tonnes Amount Tonnes Amount 
$ $ 

16 824 059 3,917,408,522 12 998 103 3,375,684,928 

6 122,735 1,166,874,727 3 157 890 840,641,828 
34 764 716 

22 981 558 5,084,283,249 16 156 709 4,216,326,756 

67 090 12,744,146 78 901 17,486,232 

3 157 890 840,641,828 1725395 386,737,816 

19 756 578 4,230,897,275 14 352 453 3,812,102,708 
2 439 607 1 674 677 
18 209 498 11 323 426 
2 297 689 3 157 890 
34 764 716 
22 981 558 16 156 709 

1997 1996 
Tonnes Amount Tonnes Amount 
$ $ 

3 587 073 862,701,240 2 936 915 905,424,146 

1 285 549 329,674,513 1 836 819 452,585,664 
10 218 1 736 

4 882 840 119237 53/55) 4775 470 1,358,009,810 

20 961 4,271,236 Daalley, 6,294,013 

979 031 225,311,794 774 969 221,351,427 

3 882 848 962,792,723 3 973 384 1,130,364,370 
194 774 222 1350 
4 096 920 3 571 953 
580 928 979 031 
10 218 1 736 
4 882 840 4775 470 
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(c) Barley pool account 



























































1997 1996 
Tonnes Amount Tonnes Amount 
$ $ 
Wompletedisales tO MUlyesi LN a renreeae scant, eeversyccccts-siceacectesevimetetetecmenscukecocusecescte 2 092 668 351,797,407 931 288 202,268,278 
SalestsbippedisuDSeq en tOmUlye SUN sare cten meen caer ae oraneer tear setts s-sscee. ce 739 671 107,241,670 379 501 70,071,525 
WISTS OSSes, Imitraie lt, anc CRYING reed aaeneaercnsteenssseseasen arreenaeeetesy<csescsee 8 989 51 
2 841 328 459,039,077 1 310 840 272,339,803 
Deduct 
Grainacquired from ofher thanwproducerss. .cscssccsccescoceseocatayeuececcerecsescessssccses«: 21 730 3,001,277 15 250 2,615,715 
SAlesiISed tosvalUerprOmpOOlaCCOUNt «..cssescccnsteecccecee ee ssearterineesscesvseesocaceses 379 501 70,071,525 27 809 3,104,099 
Netisales:of barle yes sete exter orate Aon, at ese ce seca Cate ee oR Sider csecsteess 2 440 097 385,966,275 1 267 781 266,619,989 
The disposition of barley stocks in tonnes is segregated 
as follows: 
Pome Ss tieas alle seeereee css eens areas ene ee caer te iocenc ctectos Aube toaseraeteecs isesisecss 4315 16 825 
EXP OTUSALES eo - scvtecowancacveshcqsnessvest heen 2 219935 914 463 
Sales to subsequent pool account 548 089 379 501 
Welehtlosses tnitransitang sin Gigyin S'sertacsesesecererecrdeeteren-e see teucere tes tacsersceeee 8 989 51 
2 841 328 1 310 840 
(d) Designated barley pool account 
1997 1996 
Tonnes Amount Tonnes Amount 
$ $ 
Completedisales toVUl yes lems cece acserccaestorwestecescsteccorsaswbeccs+sacessneseouvevesvecece 2 005 173 457,492,403 2 264 045 550,992,796 
Sales shippedssupseq UCI tOnUby oiler cee eeseeessrarcresaeeeerstanc- oat toe vrceerssorsceccees ce 417 487 78,346,114 286 555 69,311,513 
2 422 660 535,838,517 2 550 600 620,304,309 
Deduct 
Grain acquired from other than producers 2 294 360,701 1 095 275,012 
SAESMSECItO valu cy PMOmpPOOl ACCOM fee reece sseccres severe merscesenemcescecasceeesece ss 18 275 4,604,600 
Netsales ofdesiguated parle yamccrer.cocecuiecceeesecoe tenes tera. tescenee cesarean 2 402 091 530,873,216 2 549 505 620,029,297 
The disposition of designated barley stocks in tonnes is segregated 
as follows: 
PY OMESWI GES AES reo esis fas opts exes anncaveceynsatteeseoseeseteaveeeoessstieascosesasedts rivedursteaa iiss 372 O17 337 587 
FSS POLU SALES Ses tect tavet case esse cetsscengeeses 1 988 464 2 194 738 
Sales to subsequent pool account 62 179 (18 275 > <i 
2 422 660 2 550 600 


16. Restatement of prior year's balances 


Certain of the prior year's balances have been restated to 
conform with the current year's presentation. 





! 
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CAPE BRETON DEVELOPMENT CORPORATION 


AUDITOR'S REPORT 
TO THE MINISTER OF NATURAL RESOURCES 


I have audited the balance sheet of Cape Breton 
Development Corporation as at March 31, 1998 and the 
statements of operations, deficit and equity, and changes in 
financial position for the year then ended. These financial 
statements are the responsibility of the Corporation’s 
management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


BALANCE SHEET AS AT MARCH 31, 1998 
(in thousands of dollars) 


ASSETS 1998 1997 





Current assets 








In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied, except for the 
change in accounting policy for workers’ compensation costs 
as explained in Note 4 to the financial statements, on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Cape Breton Development Corporation Act 
and the by-laws of the Corporation. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 

May 20, 1998 

(except as to Note 4 which 
is as of June 12, 1998) 


LIABILITIES 1998 1997 





Current liabilities 

















(GAS eas ceencatsccsuasacostesst tracts oueee<tssnetasmraretae 4,005 9,611 Accounts payable and accruals ..............+++. 24,785 32,342 
Accounts receivable, net (Note 5)... 25,300 20,346 Corporate taxes payable (Note 12)............. 4,236 3,846 
Inventories Current portion of long term provisions 
Call eA ei ee cee ee ee rere oie 2,278 11,231 (Notes:478)aind!9) ivr cnrccsecscescosseareesssesces Pays 11,895 
Operating materials and supplies............ 7,998 8,364 54,392 48,083 
30.581" i nr49,552) Provision for early retirement and 
TESteUG tum o1 INGLES )serneeceesereveveueyeaneesesaare 104,899 105,548 
Capital assets|(NOte'6)/ecrectetiesererteercarscnscte res 121,740 140,146 Provision for environment (Note 9) ..........+ 20,591 20,559 
Deferred pension costs (Note 7)........ : 58,054 62,862 Provision for Workers’ Compensation 
(INGE A) ease erencnacceecr enemas eek menue erentats 126.239 
306,121 174,190 
DEFICIT 
Repayable appropriations from future 
PLOTS (NOLS MO) Me crevevetesreevtectsvesteressaseace 65,605 43,500 
Equity (Deficit) of Canada ............s::ssssseseeee (152,351) 34,870 
(86,746) 78,370 
219,375 252,560 219,375 252,560 














Going concern (Note 2). 
Commitments and contingencies (Note 11). 


Approved on behalf of the Board: 


JOSEPH SHANNON 
Director 


JOSEPH M. MacMULLEN 
Director 
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STATEMENT OF OPERATIONS 
YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 





















































1998 1997 
IREVGMUG ire cenecenerente cere reed ewaereetio teresa ccess 167,917 167,299 
Expenses 
Gostor producySOld ie arescwr:rcetatsrene resets 138,536 126,225 
Extemalitrersityasc nese 4,846 4,156 
General and administrative 7,143 T5525 
A TMONU ZA OM cae rete wsee atta ctaeseceausensiei eles 26,223 25,925 
176,748 163,831 
Profit (loss) from current operations ............... (8,831) 3,468 
Deduct 
Workers’ Compensation and 
pensions (Notes 4 and 7).............:.c:ce000+ 15,486 23,256 
Early retirement and restructuring (Note 
OYE Naa tenths sites arartutatecstseiiaaveeaieed 17,899 10,043 
Write-down of capital assets 
(NOLE16) ie Fie caacacar ate iexscesssctces. ste srccco Bs 4,876 
38,261 33,299 
TEOSS OC LORE LARCS eterna eeeeteersceteerstean tars. (47,092) (29,831) 
Corporate taxes (Note 12) 390 310 
Loss before change in i j q 
ACCOMMUNES POMCY eecr-cncn eee nesses etree (47,482) (30,141) 
Change in accounting policy for Workers’ 
Conipensavon (NOte 4) pene eee 139,739 
MOSS for thes yearn an aerate aceasta eceeteenns (187,221) (30,141) 
STATEMENT OF DEFICIT AND EQUITY 
YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 
1998 1997 
Balance of Equity, beginning of year 
Repayable appropriation from 
TULTUTS POLO MMS cee ecceeesevecee ccs rcecene- se cencers ses 43,500 
Equity of Canada 34,870 65,011 
78,370 65,011 





Add (deduct) 
Repayable appropriation from 
future profits received 
dimins theyeatees snes eee eerie: 22,105 43,500 














Equity of Canada—loss for the year........... (187,221) (30,141) 
(165,116) 1133359 
Balance of Equity (Deficit), 
end of year 

Repayable appropriations from 
RUNL Te PIOUIES sete err ere eee ee eters 65,605 43,500 
Equity (Deficit) of Canada (152,351) 34,870 
(86,746) 78,370 








STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 








1998 1997 


Net inflow (outflow) of cash related to the 
following activities 
Operating 


























Wossiionithesyeain se reser een (187,221) (30,141) 
Items not affecting cash 
Amortization of capital assets ................ 26,223 25,925 
Gain on disposal of assets .......... (806) 
Write-down of capital assets 4,876 
Early retirement and 
MOS WUC HUTA 2 ere tercaes ecvestane ies secarecsctosse 17,899 10,043 
PENSIOMEXPCHS Crem teee teense 4,93] 10,871 
Change in accounting policy for 
Workers’ Compensation ..........:.000. 139,739 
Changes in non-cash operating 
working capital itemS............:ccesce (2,802) 8,177 
3,645 24,069 
Payments for early retirement and 
TESMUCUUNIN Saran eecehers tees eee eee ee (16,979) (15,565) 
Payments for environmental 
PUOJECISs ee eee nes (1,561) (1,637) 
Pension contributions (123) (27,826) 
(15,018) (20,959) 
Financing Sea 
Decrease in working capital 
AOVANCE Stas eee nay arr meetetcee tne tree (15,000) 
Receipt of repayable appropriation from 
NAUANDICS)]01U0) DUIS, eater rerees Secure erene 22,105 43,500 
22,105 28,500 
Investing 
PurchasesOLcapitallassets es. sss rscseserseness (12,693) (8,147) 
Proceeds from sale of capital assets............ 1,244 
(12,693) (6,903) 
Net inflow (outflow) of cash..........ccceseeeenens (5,606) 638 
Gash; besinnin pofthe yeate..uccets-cesteces 9.611 8,973 
GCashvendloktheycanannec inset mene 4,005 9,611 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 


ile 


Authority and objectives 


The Corporation was established in 1967 for the purpose 
of reorganizing and rehabilitating the coal industry on Cape 
Breton Island, pursuant to the Cape Breton Development 
Corporation Act. Its corporate mission is “to become a 
profitable coal mining company”. 


The Corporation, an agent of Her Majesty, is listed as a 
Schedule III, Part I, corporation for purposes of the 
Financial Administration Act. The Corporation is carrying 
out restructuring activities as approved in the 1996/97 to 
2000/01 Corporate Plan and revised in the 1997/98 to 
2001/02 Corporate Plan approved by the Governor in 
Council. The Government of Canada is providing funding 
support for these activities by means of repayable 
appropriations from future profits (see also Note 10). As a 
result, the Corporation is economically dependent on the 
Government of Canada for funding it receives through this 
arrangement. 


Repayable advances from the Government of Canada 
are also provided for working capital purposes to a limit of 
$50,000, as provided for in the Cape Breton Development 
Corporation Act. 


The Corporation is subject to provisions of the Income 
Tax Act. 


Going concern 


These financial statements have been prepared in 
accordance with generally accepted accounting principles 
applicable to a "going concern", which assume that the 
Corporation will continue in operation for the foreseeable 
future and will be able to realize its assets and discharge its 
liabilities in the normal course of operations. 


The Corporation’s objective is to be self-sufficient. 
Until March 31, 1995, it had received annual financial 
support from the Government of Canada in the form of 
non-repayable appropriations. In order to fund corporate 
restructuring, the Government of Canada provided the 
Corporation with repayable appropriations during 1997 and 
1998, totalling $65,605. The restructuring was approved by 
the Governor in Council in the 1996/97 to 2000/01 
Corporate Plan with revisions approved in the 1997/98 to 
2001/02 Corporate Plan. Additional repayable 
appropriations of $3,358 are projected to be received in 
1998/99. The repayable appropriations are to be repaid 
from projected future profits and cash surpluses, according 
to set terms, beginning in 1999/00. The Corporation is 
currently operating according to a one year Capital and 
Operating budget for 1998/99. The Corporation is 
conducting seismic and geological studies to determine the 
future operations and viability of one of its main assets, the 
Phalen Colliery. Therefore, finalization of decisions 
beyond one year has been postponed pending completion 
of these studies. A five-year Corporate Plan for 1998/99 to 
2002/03 will be submitted after these studies are 
completed. 


The Corporation has experienced significant geological 
and mining problems, mainly with the Phalen Colliery, 
including roof collapses, water inflows, sandstone 
conditions, and rock-gas outburst conditions, which result 
in uncertainty regarding the economic recovery of the coal 
reserves. During the year, a roof fall caused an extended 
shutdown of operations at Phalen Colliery resulting in a 
significant shortfall from planned production and 
development targets. The ability of the Corporation to meet 
the forecasts in its approved Corporate Plan is largely 
dependent on achieving these key performance targets. 


The ability of the Corporation to continue as a going 
concern is dependent on its ability to become profitable in 
the period outlined in its approved Corporate Plan, on the 
viability of the Phalen Colliery and on the Government of 
Canada’s continuing financial support to meet certain 
obligations and commitments as they come due. These 
financial statements do not include any adjustments to the 
amounts recorded as assets, liabilities and equity which 
would be required if the Corporation was not able to 
continue as a going concern. 


Accounting policies 
(a) Repayable appropriation from future profits 


Parliamentary appropriations from the Government of 
Canada that are repayable from future profits are 
recorded as Equity. 


(b) Management estimates 


The preparation of financial statements in conformity 
with generally accepted accounting principles requires 
management to make estimates and assumptions that 
affect the reported amount of assets, liabilities, 
revenues, expenses and the disclosure of contingent 
liabilities at the date of the financial statements. 
Despite the use of the Corporation’s best estimates, it 
is reasonably possible that the amounts for the 
following balance sheet items and related expenses 
could change materially in the near term: Workers’ 
Compensation costs (see also Note 4), the net book 
value of capital assets (see also Note 6), provision for 
early retirements and restructuring (see also Note 8), 
and provision for environment (see also Note 9). 


(c) Fair values 


The fair values of financial instruments are determined 
as follows: 


Current portion of provision for early retirement and 
restructuring—using cash flows of estimated future 
payments without discounting (see also Note 8). 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1998—Continued 


(d) 


(e) 


(f) 


Provision for early retirement and restructuring — 
using discounted cash flows of estimated future 
payments for early retirements, based on current 
interest rates. The component for standby maintenance 
is based on estimated future net cash flows, without 
discounting (see also Note 8). 


Provision for environment—using estimated future 
payments, without discounting (see also Note 9). 


Repayable appropriation from future profits—based 
on principal amount received, without discounting (see 
also Note 10). 


Workers’ compensation benefits—the liability for 
future workers’ compensation costs related to past 
incidents is recorded in the financial statements based 
on an actuarial extrapolation of the December 31, 
1995 actuarial valuation (see also Note 4). 


Inventories 


Coal—is valued at the lower of full cost and net 
realizable value, based on net expected future contract 
price. 


Operating materials and supplies—are valued at the 
lower of cost, determined on a weighted-average basis, 
and net realizable value. 


Capital assets 


Capital assets are valued at the lower of cost less 
accumulated amortization and the estimated net 
recoverable amount. The Corporation has provided 
amortization on its capital assets based on their 
estimated remaining useful lives, using the straight- 
line method of calculation, as follows: 


Prince Colliery 2-20 years 
Phalen Colliery 2-8 years 
Coal Preparation Plant 15 years 
Devco Railway 4-20 years 
Other assets 4-20 years 


All costs related to the exploration and development of 
the Donkin-Morien Development project have been 
expensed in prior years because the future economic 
benefits of the project were uncertain. 


Foreign currency translation 


Monetary assets and liabilities are translated at 
exchange rates in effect at the balance sheet date. 
Revenue and expenses are translated at the rate of 
exchange prevailing on the transaction date. The 
resulting foreign currency gains and losses are 
included in the results of operations. 
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(g) Pension costs 


(i) 


Q) 


Current service pension costs are actuarially 
determined and are included in the cost of product 
sold. All other pension costs are included in Workers’ 
Compensation and pensions. These costs include the 
initial unfunded liability and adjustments arising from 
experience gains and losses amortized over the 
estimated average remaining service life of employees. 


Development costs 


Development costs incurred prior to commercial 
production are capitalized and subsequently charged to 
operations on the straight line basis of amortization 
over the estimated useful life of the related asset. Any 
proceeds from the sale of coal produced during the 
development of mining properties prior to commercial 
production are used to offset the capitalized 
development costs. After a mine property has been 
brought into commercial production, costs of 
development on that property are expensed as incurred 
except for those of an exploratory nature that are 
deferred and amortized over the life of the asset. 


Provision for environment 
Future decommissioning and site restoration 


Future removal and decommissioning costs and future 
site restoration and reclamation costs of operating sites 
are recognized when they can be reasonably estimated. 
Costs are capitalized only if future economic benefits 
are anticipated. 


Ongoing environmental costs 


Costs for ongoing environmental activities related to 
mine drainage and water treatment, in addition to the 
general protection of the environment are recognized 
when they can be reasonably estimated. Costs are 
capitalized only if future economic benefits are 
anticipated. 


Provision for early retirement and restructuring 


The Corporation recognizes the net present value of 
liabilities for early retirement incentives, severance, 
education, and relocation allowances related to 
workforce reductions when the decision has been 
approved by the Government of Canada and an 
estimate of the anticipated future costs can be 
reasonably calculated. In addition, the Corporation 
recognizes estimated future costs associated with 
standby maintenance of non-operating assets when no 
future economic benefit is expected. 


Management recognizes changes in the net present 
value of this liability from the original estimate, based 
on the results of actual experience. 





NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1998—Continued 


4. 


Change in accounting policy 


Effective March 31, 1998 the Corporation changed its 
accounting policy regarding the recognition of the expense 
and liability for the costs of benefits specified and 
administered by the Workers’ Compensation Board of 
Nova Scotia for work-related injuries of current and former 
employees. Prior to this date, the Corporation only 
recognized an expense for the amount of payments made in 
the year to the Workers’ Compensation Board of Nova 
Scotia. No liability had been recorded in the financial 
statements to recognize the cost of future payments in 
respect of approved awards and incidents incurred. 


This year, the Corporation recognized the full amount of 
its actuarially determined liability as at March 31, 1998 
based on an extrapolation of the December 31, 1995 
actuarial valuation. This represents the present value of the 
liability based on prior years’ claims, payments and 
actuarial assumptions. The actuarially determined liability 
consists of: long term disability permanent awards in 
respect of approved awards and incidents incurred but not 
yet administered as claims; survivor benefits, comprised 
mainly of pension payments for past claims; and other 
costs consisting mainly of temporary compensation, 
rehabilitation and medical aid in respect of past claims. 
These amounts are presented on a net present value basis, 
excluding future administration costs. 


The actuary used assumptions, provided by 
management, in the calculation of the liability including: 
inflation rates, interest rates, mortality rates, and aggregate 
claim projections for incidents which have occurred. The 
actuarial liability could be materially different if 
assumptions on which the valuation is based vary 
significantly in future years. 


In future years the Corporation will recognize an annual 
expense equivalent to the change in the present value of the 
actuarially determined liability. The recorded liability will 
also change each year as the actuarial estimate of the future 
costs is updated based on actual experience and changes in 
actuarial assumptions. 
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The effect of this change in accounting policy has been 
recorded in the current year as no reliable actuarial estimate 
is available for prior years. As a result of the Corporation’s 
change in accounting policy, the Statement of Operations 
includes an additional expense of $139,739 for Workers’ 
Compensation and the Balance Sheet includes an accrued 
liability for the same amount with $13,500 included in the 
current portion of long term provisions and $126,239 as a 
non-current provision. If the accounting policy had not 
changed, the expense for Workers’ Compensation in 1998 
would have been limited to $16,282 which represents 
payments made in the year to the Workers’ Compensation 
Board of Nova Scotia. This amount is recorded on the 
Statement of Operations as part of cost of product sold and 
Workers’ Compensation and pensions. 


Accounts receivable, net 


Accounts receivable, net are comprised of the following: 








1998 1997 
$ $ 
Nova Scotia Power Inc. (NSPI), net ..... 24,725 19,093 
Miscellaneous receivables, net.............. 575 1,253 
25,300 20,346 


The Corporation sells substantially all of its coal 
production to NSPI using normal commercial terms under 
the provision of a long-term agreement (see also Note 13). 
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NOTES TO THE FINANCIAL STATEMENTS 
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iF 6. Capital assets 









| 1998 1997 
Adjusted Accumulated —_ Net book Adjusted Accumulated Net book 
cost base amortization value cost base amortization value 
| $ $ $ $ $ $ 
i Prince! GOMMCr ya os eerie secteere eens Oa Piece ett ae ee 158,480 138,985 19,495 155,413 132,546 22,867 
Phalen Colliery 286,903 206,974 79,929 278,221 185,094 93,127 
H Donkin-Morien Development Project 80,679 80,679 80,679 80,679 
Coal preparation plant 111,291 111,291 110,972 110,972 
DevcopRatlway acer. 2t01 sentik. eerie re. teas eects iio edie 97,554 79,526 18,028 97,099 78,210 18,889 
CVE REARS Ess peeee fetcee Meee ere Pe eat ss lancet acne Mti nas ieee ieee 67,122 62,834 4,288 66,952 61,689 5,263 
802,029 680,289 121,740 789,336 649,190 140,146 


_ 
—6GCVu030—C1leEee S$. 


The Corporation signed a letter of intent in April, 1997 
to enter into an agreement for the purposes of selling the 
land and transferring the coal leases related to the Donkin- 
| Morien Development Project. Such agreement would 
require further approval. 


Included on the Statement of Operations is a write down 
and loss on surplus capital assets of $4,876 (1997—nil). 


| The valuation of capital assets is dependent upon the 
Corporation overcoming the problems identified in Note 2. 


7. Pensions 





The Corporation maintains defined benefit pension 

j plans on behalf of employees of the Corporation. There are 
two major plans, consisting of a contributory and non- 
contributory plan. Benefits generally are based on 
employees’ length of service and rate of pay. The present 
value of pension plan benefits and current pension expense 
are independently determined by the Corporation’s actuary 
based on assumptions provided by management. 








The Corporation’s pension costs and obligations for the 
non-contributory pension plan as at March 31 consist of: 








1998 1997 
$ $ 
Pension fund assets (market value)....... 295,221 255,064 
Pension obligations (actuarial value)..... 270,693 254,648 
UTP US ates aveststsasissasfersssnasecsasesecssecrene a 24,528 416 
| BENSON CON DUUONSseeeeeesate ese 123 27,000 
| RENSIONIOKPCMSeommrecescse eres scresererer ey 6,110 10,045 


The difference between pension contributions and 
pension expense is recorded as an adjustment to deferred 
pension costs. 
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The Corporation’s pension costs and obligations for the 
contributory plan as at March 31 consist of: 














1998 1997 
ge ar Amba 
Pension fund assets (market value)........ 66,559 56,051 
Pension obligations (actuarial value)... 45,519 42,609 
SUIGUUIS a wei rereettaseoisvarencessuscaneantiaeetsrerrerrr 21,040 7 13,442 
Pensioniex pense ne sercesserceesanchecererrersaate= (1,179) 826 








The difference between pension contributions and 
pension expense is recorded as an adjustment to deferred 
pension costs. 


The total pension expense for the year is $4,931 
(1997—$10,871). The current service portion of $3,020 
(1997—$1,429) is included in the cost of product sold. 


The valuation of both pension plans is based on 
management’s assumption that the human resources 
strategy related to restructuring approved in 1996 will not 
significantly affect the average age and retirement profile 
of the workforce. Management believes there will be no 
material effect on plan participation levels from workforce 
reductions. 


Early retirement and restructuring 


This provision consists of estimates of the cost of early 
retirement and restructuring initiatives when approval of 
such decisions is obtained. Changes to these estimates 
based on actual experience are recognized in the results of 
operations. As part of the corporate restructuring initiatives 
begun in 1996/97, the Corporation is committed to 
reducing its workforce by a total of 658 employees by 
March 31, 2001. At March 31, 1998 the Corporation has 
reduced its workforce by a total of 363 under these 
initiatives. 


Management made significant assumptions in preparing 
estimates of this provision, including: interest rates for 
discount factors and price indexation for the non-current 
portion of the liability; planned date of employee 
reductions; Canada Pension disability award rates; and the 
number of reductions. The estimates of liabilities, based on 
the above, could be significantly different if the key 
assumptions used by management for major determinants 
of the estimate vary from those planned. Standby 
maintenance included in this provision is based upon 
management’s intention for the use of capital assets as 
outlined in its approved 1997/98 to 2001/02 Corporate 
Plan. The estimate of this liability could be significantly 
different if the Corporation varies its intended use of 
capital assets and its decision to keep certain non-operating 
assets available for use. 


Management recognizes changes in this liability from the 
original estimate based on updated assumptions and actual 
experience. The statement of operations includes a charge 
of $17,899 (1997—$10,043) for interest charges and 
changes in management’s estimate. Management’s 
estimate for the liabilities associated with early retirement 
and restructuring at March 31, including current and non- 
current amounts is: 














1998 1997 
$ $ 
Human resource strategy (1996)........... 65,381 552995 
Lingan colliery closure ............04 25,738 33,381 
Other early retirement incentives .......... 155393 15,248 
Standby maintenance...........seseeereresees 9,428 10,836 
115,940 115,020 
WESSICUITCME POLMOMeeeeceneesseestscteeresese 11,041 9,472 
Non-current POrtion ..........ceceseseseseeeeeee 104,899 105,548 








Provision for environment 


The Corporation’s provision for environment includes 
anticipated future costs related to: decommissioning and 
site restoration and reclamation; and other environmental 
activities related to mine drainage water treatment and 
general environmental protection. These estimates are 
based on meeting the requirements of applicable 
environmental laws and regulations and for the general 
protection of the environment in accordance with the 
Corporation’s environmental policy. The estimate of the 
liability for these costs will be revised as the Corporation 
develops and implements closure and post closure plans in 
future years. Those plans will be developed in relation to 
the Corporation’s environmental policy and applicable 
legislation at that time. The estimate of liabilities, based on 
the above, could be significantly different if future plans 
change as a result of revisions in management's 
assumptions or legislation. 


Management's estimate of the liabilities associated with 
the provision for environmental projects at March 31, 
including current and non-current amounts is: 











1998 1997 
$ $ 
Mine drainage and water treatment....... 3,000 5,080 
Removal, decommissioning and 
future site restoration and 
TECLAMIAN ODS eure tn cerceeemtee a ssiseet 8,753 9,402 
General environmental protection......... 9,668 8,500 
21,421 22,982 
HOSS? CUMMENt POTMOM eeecverovesnscests essere 830 2,423 
Non-current POrtiOn........sccccsesesceseenenens 20,591 20,559 
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10. Repayable appropriations from future profits 




















Since April, 1996, the Government of Canada has 
provided the Corporation with repayable appropriations 
totalling $65,605 (1998—$22,105 and 1997—$43,500) 
approved by the Parliament of Canada. Repayment 
conditions for appropriations received to March 31, 1997, 
in the amount of $43,500, have been negotiated with the 
Government of Canada. Minimum annual payments, 
beginning in the year 1999-2000, have been established as 
the greater of the annual amount of $6,343 or fifty percent 
of the Corporation’s cash flow, except in the first year 
where the annual amount is limited to the interest amount 
of $3,271. Repayment terms for the funding received in the 
current year have not yet been negotiated with the 
Government of Canada. 


. Commitments and contingencies 


(a) The Corporation has an operating lease for office 
space in the General Mining Building where it 
maintains its administrative offices. The lease is for a 
twenty year period ending in 2004. The annual lease 
payments fluctuate with changes in the lessor's 
mortgage interest rates. Current minimum annual lease 
payments are $1,106, at an interest rate of 5.85% 
(1997—$1,203 at 8%). 


(b) In the ordinary course of business, various claims and 
lawsuits have been brought against the Corporation. It 
is the opinion of management that the settlement of 
these actions will not result in any material liabilities 
beyond any amounts already recorded. The 
Corporation intends to oppose these matters in their 
entirety. 


(c) The Corporation self insures against the potential loss 
of underground assets and for a portion of its liability 
insurance. 


(d) The Corporation believes its operations are in 
compliance with all applicable environmental laws and 
regulations, in all material respects. The Corporation 
recognizes a provision based on management’ s 
estimate of these costs where such costs can be 
reasonably estimated. Such estimates are subject to 
adjustment based on changes in laws and regulations 
and as new information becomes available. 


12. Corporate taxes 


(a) The Corporation has had its income tax returns for the 
years 1983-1996 assessed by Revenue Canada 
Taxation. Revenue Canada Taxation has taken the 
position that Parliamentary appropriations to the 
Corporation in respect of operating losses are taxable 
as income from a business or property and that 
appropriations in respect of capital acquisitions reduce 
the capital cost of the Corporation’s property. 


Management opposes this view and has exercised the 
Corporation’s right to formally challenge Revenue 
Canada Taxation’s interpretation. Currently, 
management is holding discussions with Revenue 
Canada to resolve this issue. 


No amounts have been recognized in the financial 
statements for any costs that could be associated with 
Revenue Canada Taxation successfully applying its 
interpretation. However, management is of the opinion 
that, even if Revenue Canada Taxation is successful in 
applying its interpretation, there is no significant 
income tax liability as at March 31, 1998 because of 
existing loss carry-forwards and income tax credits. 


The Corporation has not recognized loss carry- 
forwards for income tax purposes in the financial 
statements because, at this time, these losses have no 
realizable value to the Corporation. 


(b) The Corporation has recognized a provision for Large 
Corporations Tax based on the reported value of its net 
assets. However, the ultimate disposition of this 
liability is subject to the resolution of the issues under 
discussion with Revenue Canada Taxation as referred 
to above in Note 12 (a). 


. Long term agreement 


The Corporation has an agreement with Nova Scotia 
Power Inc. (NSPI) to supply coal, as specified in that 
agreement, until 2010. The parties renegotiate quantities, 
tolerance on qualities and prices every five years. The 
current terms related to those items expire on 
December 31, 1999. 


The parties’ performance of this agreement in 
accordance with its terms is necessary to the future 
operations of the Cape Breton Development Corporation 
and the fulfillment of its 1997/98 to 2001/02 Corporate 
Plan. 


. Related party transactions 


The Corporation is related in terms of common 
ownership to all Government of Canada created 
departments, agencies and Crown corporations. The 
Corporation enters into transactions with these entities in 
the normal course of business. In addition to these 
transactions, the Government of Canada has advanced 
appropriations repayable from future profits to the 
Corporation (see also Note 10) and provides working 
capital advances, at current interest rates, repayable within 
one year, based on cash flow requirements. 


3 Cape Breton Development Corporation A-189 





NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1998—Concluded 


The Chairman of the Board of Directors of the 
Corporation has ownership interests and/or serves on the 
Board of Directors of companies which conduct business 
with the Corporation. The transactions between these 
parties relate mainly to the transportation of coal. These 
transactions are within the normal course of business and 
are subject to necessary approval and disclosures which 
exclude the participation of the Chairman of the Board of 
Directors of the Corporation. 


15. Comparative figures 


Certain of the comparative figures in these financial 
statements have been restated to conform with the current 
presentation. 





A-190 Cape Breton Development Corporation © ; A 

















DEFENCE CONSTRUCTION (1951) LIMITED 


MANAGEMENT REPORT 


The management of the Corporation is responsible for the 
performance of the duties delegated to it by the Board of 
Directors. These include the preparation of an annual report 
and the production of its contents, together with the financial 
statements. These statements, approved by the Board of 
Directors, were prepared in accordance with generally accepted 
accounting principles appropriate in the circumstances and 
consistently applied. Other financial and operating information 
appearing in the annual report is consistent with that contained 
in the financial statements. 


Management relies on internal accounting control systems 
designed to provide reasonable assurance that relevant and 
reliable financial information is produced and that transactions 
comply with the relevant authorities. 


Management also maintains financial and management 
control systems and practices designed to ensure the 
transactions are in accordance with Part X of the Financial 
Administration Act and regulations, the Defence Production 
Act, the Canada Business Corporations Act and the articles and 
by-laws of the Corporation. Management also ensures that 
assets are safeguarded and controlled and that the operations of 
the Corporation are carried out effectively. In addition, the 
Audit Committee, appointed by the Board of Directors, 
oversees the internal audit activities of the Corporation and 
performs other such functions as are assigned to it. 


The Corporation’s external auditor, the Auditor General of 
Canada, is responsible for auditing the financial statements and 
for issuing the report thereon. 


Ross Nicholls 
President and Chief Executive Officer 


Trevor Heavens 
Vice-President, Finance and Administration 
and Secretary-Treasurer 


» Defence Construction (1951) Limited 


AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS AND GOVERNMENT 
SERVICES 


I have audited the balance sheet of Defence Construction 
(1951) Limited as at March 31, 1998 and the statements of 
operations and surplus (deficit) and changes in financial 
position for the year then ended. These financial statements are 
the responsibility of the Corporation’s management. My 
responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied, after giving 
retroactive effect to the change in accounting for funding of 
employee benefits as explained in Note 3 to the financial 
statements, on a basis consistent with that of the preceding 
year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Defence Production Act, the Canada Business 
Corporations Act and the by-laws of the Corporation. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 20, 1998 
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BALANCE SHEET AS AT MARCH 31, 1998 























ASSETS 1998 1997 LIABILITIES 1998 1997 
$ $ $ $ 
Current Current 
(CaSilsgem cccaeeers eesti ce eee eee ee ar tecese 2,113,709 1,164,377 Accounts payable and accrued liabilities ... 2,648,023 1,279,730 
Segregated cash (Note 4)... 208;26) ee 7 Current portion—provision for 
3,321,970 1,164,377 employee benefits (Note 6)..........-....-++ 438,241 456,372 
Accountsiteceivab lene seemertersrenersresarae 281,059 376,161 Deferred Teveniere nue ses esesn sensi ees TEU 
Due from Department of National 3,163,439 1,736,102 
Defence (NOtE WM) jerseeeseees seen eeeerrs: 2,150,210 2,006,631 
Prepaids and advance ...........sssessserrees 68,272 33,228 Provision for employee benefits (Note 6) ...... 1,789,576 1,860,441 
5,821,511 3,580,397 4,953,015 3,596,543 
G@apitalkassetsi(Note:)) eessesrcscereesesrc ee 1,152,453 1,783,080 


CAPITAL STOCK AND SURPLUS 


Capital stock 
Authorized—1,000 common shares 
of no par value 
Issued—32 Common Shafes ...............--2+0006 32 B32. 
2,020,917 1,766,902 


2,020,949 1,766,934 
6,973,964 5,363,477 6,973,964 5,363,477 


























Contingencies (Note 10). 
See accompanying notes to financial statements. 


Approved by the Board: 


JOHN D. McLURE 
Director 


JOHN L. ADAMS 
Director 
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STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1998 



































1998 1997 
$ $ 
HREVETIU Ct earnest rhe rrere cervcestes cei tateeer 16,499,243 
(COSETOCOVEMES tices ower serie niet 17,923,285 
Expenses 
Salaries and employee benefits ........... 11,259,811 12,590,049 
Amortization of capital assets ............. 784,548 816,162 
Operating and administrative 
OXPCUSES Waa te Fee Se Be eso 4,200,869 4,335,285 
16,245,228 17,741,496 
IN GEITIG OME cere seeee<tatesas ecennepeteacevereectote 254,015 181,789 
See accompanying notes to financial statements. 
STATEMENT OF SURPLUS (DEFICIT) 
FOR THE YEAR ENDED MARCH 31, 1998 
1998 1997 
$ $ 
Surplus (Deficit) beginning of year......... 1,766,902 (268,526) 
Change in accounting policy (Note 3)..... 1,853,639 
DUDS MEStALe Ms weneeerere ee ee ateckenens canaies 1,766,902 1,585,113 
ING INCOM fy cras onsacenassxs sitanas snnennenetcs 254,015 181,789 
UEP lus end Ok yearn ee see a eesemiere.: 2,020,917 1,766,902 





See accompanying notes to financial statements. 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1998 








1998 1997 
$ $ 


Operating activities 
NGG IN COme ies ee erctrier oss evecgerenvic teaeeots, 254,015 181,789 
Items not requiring cash 
Long term provision for 





EMPLOYEE DENETIS tenses trees 199,143 490,788 
PSTMOMELZA tLO Mester sees eee eae cubtewssececte 784,548 816,162 
Loss on disposal of capital 
BSSC US Mera ccasesresette sacar ey ements revitaree 16,178 
Net increase (decrease) in non-cash 
working capital balances 
KelaiedtOxoperatlonse..sesesenreeeseet 1,343,817 53320 
2,981,523 2,036,238 
Employee benefits paid! i....cccrsccsesesss (270,009) (120,881) 


2,311,514 LOIS 357 


Investing activities 


Acquisition of capital assets ................. (153,921) (909,426) 





Increase in cash during the year................ Pal S993 1,005,931 
Cash at beginning of the year................... 1,164,377 158,446 
(Cashratiend ofthe yeatee ete 3,321,970 1,164,377 








See accompanying notes to financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998 


il 


in) 


Authority and objective 


Defence Construction (1951) Limited was incorporated 
under the Canada Corporations Act in 1951 and was 
continued under the Canada Business Corporations Act, 
pursuant to the authority of the Defence Production Act. 
The Corporation is an agent Crown corporation named in 
Part I of Schedule III to the Financial Administration Act. 
The Corporation is not subject to income taxes. 


The objective of the Corporation is principally to 
contract for and manage the architectural, engineering, 
construction and environmental services to support the 
infrastructure management requirements of the Department 
of National Defence, pursuant to the Memorandum of 
Understanding with the Department. 


In prior years, the Department of National Defence 
provided the Corporation with funding for its net cost of 
operations and for the purchase of capital assets. Effective 
April 1, 1997 all revenue is generated from fees charged 
for specific services provided. 


Significant accounting policies 


These financial statements are prepared in accordance 
with generally accepted accounting principles. The 
financial statements reflect the administrative expenses 
incurred in providing services to the Department of 
National Defence, as described above. 


Capital assets 


Capital assets, comprised of equipment and computers 
which include hardware, software and development costs, 
are capitalized at cost and are amortized on a straight-line 
basis over five years. 


Employee benefits 


Employees are entitled to specific benefits on 
termination as provided for by conditions of employment. 
The liability for these benefits is recorded as the benefits 
accrue to employees. 


Pension plan 


Employees are covered by the Public Service 
Superannuation Plan administered by the Government of 
Canada. The Corporation’s contributions to the plan are 
limited to an amount equal to the employees’ contributions 
on account of current and certain past service. These 
contributions represent the total pension obligations of the 
Corporation and are charged to income on a current basis. 
The Corporation is not required under present legislation to 
make contributions with respect to actuarial deficiencies of 
the Public Service Superannuation Account. 


Revenue 


Revenue is recognized in the year in which services are 
performed. Deferred revenue represents revenue received 
in advance of services performed. 


Services provided without charge 


The Department of National Defence provides office 
space free of charge for some employees of the 
Corporation. 


Change in accounting policy 


In prior years, the Corporation accounted for funding 
from the Department of National Defence as cost 
recoveries when payment was authorized by the 
Department. With the introduction of billing for services as 
the funding basis of the Corporation, an agreement was 
reached where the Department is responsible for the 
Corporation’s employee benefits accrued prior to 
April 1, 1997. 


As a result, the Corporation changed its accounting 
policy for funding these expenses such that the funding is 
recorded on the same basis as the related expenses are 
incurred. This change has been applied retroactively. The 
1997 comparatives have been restated to reflect this 
change. 1997 net income and cost recoveries have been 
reduced by $536,826 and amounts due from the 
Department of National Defence and ending surplus have 
increased by $1,316,813. 


Segregated cash 


Cash has been segregated to reflect the funding of future 
capital assets ($300,000) and the funding of the provision 
for employee benefits ($908,261). 


Capital assets 














1998 1997 
Accumulated 
Cost amortization Net Net 
$ $ $ $ 
Equipment... 636,959 423,807 213-152 261,000 
Computers... 4,250,025 3,310,724 939,301 1,522,080 





4,886,984 3,734,531 1,152,453 1,783,080 








Provision for employee benefits 














1998 1997 
$ $ 

Termination benefits ie? t72600 1,860,441 
Retiree bene nts: c.c1-sasustecsteeusecnvenersseene 11,975 
Vacation and overtime benefits .......... 438,241 456,372 

2,227,817 2,316,813 
Messi Gurrent POLMLON.. sccsnesccrecseceeso=et 438,241 456,372 

1,789,576 1,860,441 





Defence Construction 





NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Concluded 


Tf 


Related party transactions 


The principal related party to the Corporation is the 
Department of National Defence. As at March 31, 1998 the 
net balance due from the Department of National Defence 
was $2,150,210 (1997—$2,006,631). The Corporation is 
related in terms of common ownership to all Government 
of Canada created departments, agencies and Crown 
corporations. The Corporation enters into transactions with 
these entities in the normal course of business. 


Lease commitments 


In addition to the free office space provided by the 
Department of National Defence, the Corporation leases 
extra accommodation for its operations. The future 
minimum annual lease payments are: 








Year ending March 31 $ 
LO vA ie MIG Retest 6 oad ae eae ceeee PRR Sue aetsste seek 393,271 
(OM) Serene race eee ceed ce Tere Senseo pac atc rarease 241,828 
PAO Sa West oe Sete ccd Cesar eer Orta rT REET 26,249 
PAN UV dich eee ce et merce hee REO eee? SER ee 13,124 
674,472 


Financial instruments 


Accounts receivable and accounts payable are incurred 
in the normal course of business and are primarily due on 
demand and non-interest bearing. The carrying amounts of 
each approximate fair value because of their short maturity. 
With the exception of amounts due from the Department of 
National Defence, there are no concentrations of accounts 
receivable with any one customer and, accordingly, no 
significant credit risk exists. 


. Contingencies 


Claims and letter of credit aggregating approximately 
$9,500,000 in respect of contractual obligations have been 
received by the Corporation. In the opinion of management 
and legal counsel, the position of the Corporation is 
defensible. However, the final outcome of such claims is 
not determinable. Any settlements resulting from the 
resolution of these claims entered into prior to March 31, 
1997 will be funded by the Department of National 
Defence, in the year of settlement. Claims subsequent to 
this date may involve a joint liability between the 
Department of National Defence and the Corporation. 


. Comparative figures 


Certain 1997 comparative figures have been reclassified 
to conform with the current year's presentation. 
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ENTERPRISE CAPE BRETON CORPORATION 


MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL 
REPORTING 


The accompanying financial statements of Enterprise Cape 
Breton Corporation and all information in this annual report 
have been prepared by the Corporation’s management. The 
financial statements have been prepared in accordance with 
generally accepted accounting principles, using management’s 
best estimates and judgements, where appropriate. Where there 
is more than one acceptable accounting alternative, 
management has chosen the one that is most appropriate to the 
circumstances of the Corporation. 


Management is responsible for the integrity and objectivity 
of the information in the financial statements and annual 
report. Financial information presented elsewhere in the annual 
report is consistent with that contained in the financial 
statements. 


In discharging its responsibility for the integrity and fairness 
of the financial statements, management maintains financial 
and management control systems and practices designed to 
provide reasonable assurance that transactions are authorized 
and comply with relevant authorities, assets are safeguarded, 
and proper records are maintained to produce timely, reliable 
financial statements. In addition, the Audit Committee of the 
Board of Directors oversees management’s responsibilities for 
maintaining adequate control systems and the quality of 
financial reporting. 


The Audit Committee of the Board of Directors has periodic 
meetings with management and the independent auditors to 
discuss the financial reporting process as well as accounting 
and reporting issues. The financial statements have been 
reviewed and approved by the Board of Directors upon the 
recommendation of the Audit Committee. 


The Auditor General of Canada conducts an independent 
audit of the financial statements of the Corporation in order to 
express his opinion thereon. 


Keith G. Brown 
Vice-President 


Francis Mullins 
Comptroller 


AUDITOR’S REPORT 


TO THE MINISTER FOR THE PURPOSES OF THE 
ATLANTIC CANADA OPPORTUNITIES AGENCY ACT 


I have audited the balance sheet of Enterprise Cape Breton 
Corporation as at March 31, 1998 and the statements of equity, 
operations and changes in financial position for the year then 
ended. These financial statements are the responsibility of the 
Corporation’s management. My responsibility is to express an 
opinion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Enterprise Cape Breton Corporation Act and 
the by-laws of the Corporation. 


Donald M. Young, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 22, 1998 


Enterprise Cape Breton Corporation : 





BALANCE SHEET AS AT MARCH 31, 1998 


eC NS S66—0.0.080 eee 




















ASSETS 1998 1997 LIABILITIES 1998 1997 
$ $ $ $ 
Current Current 
SREDENGAC POSS CINOTC.S)) se eerescessersaseesssoresse 2,886,378 1,795,534 Bank indebtedmess)csscccsssccseeccseeesseeteeeus ss 449 837 1,406,800 
Accounts receivable, net (Note 4) ........... 3,398,450 1,457,155 Accounts payable and accrued liabilities 
PVE AIA ORPSUSESas tat tistsacecossseseeuasstteeeses 64,688 265,517 NOE iA eerie cok ccateceseataeteacotmesasoeieer ee 4,951,886 1,059,222 
6,349,516 3,518,206 Provision for employee termination 
benefits seen tae ees enn A coe ese 2,549 47,800 
5,404,272 2,513,822 
Long-term 
MOS) (NOLES: 5) GeO) cerececeeteenetcetecsecteet cae ere 2,941,902 2,353,288 Provision for employee termination 
| Investments (net of allowance of bene fitsi.t Gs peteecceracranvnsrerssay-ewees ___ 452,351 «395,886 
| $400,000; 1997— $100,000) (Note 7)... 750,000 950,000 5,856,623 2,909,708 
i Capital assets (Note 8) .......s.:e.ccecsessseereseeeone 164,886 157,620 
} EQUITY 
| BquityrolC@anacateecrsameereom ert ester ee 4,349,681 4,069,406 
10,206,304 6,979,114 10,206,304 6,979,114 








Commitments (Note 10). 
See accompanying notes. 


Approved by the Board of Directors: 


' GAIL RUDDERHAM-CHERNIN 
Director 


| GREG MacKENZIE 
| Director 
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STATEMENT OF EQUITY 
FOR THE YEAR ENDED MARCH 31, 1998 
1998 1997 
$ $ 

Equity at beginning of the year............... 4,069,406 2,746,562 
Parliamentary appropriation (Note 9) ..... 9,786,720 14,700,000 

13,856,126 17,446,562 
Less: Net cost of operations............::00+ 9,506,445 13,377,156 
Equity at end of the year...............00----0- 4,349,681 4,069,406 





See accompanying notes. 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1998 











1998 1997 
$ $ 
Program expenses 
Development expenses 
Tourism, entertainment & culture.. 2,751,138 4,871,827 
SPECS InIMALIVESmeesceeseessnesse-e-ese> 1,611,094 3,151,443 
Other business development.......... 499.032 610,786 
Knowledge-based industries.......... 492.466 677,512 
SOUTH SKANIS A yosceesesstates esses eee nssr 414,480 437,788 
RESOURCE ING USEIES sere, csee-ceeesreaces 222,691 108,501 





5,990,901 9,857,857 





Other program expenses 


Program support... 1,263,016 1,334,135 







































Rental facilities teem. accor ecotses nes 692,166 710,186 
Provision for loan impairment....... 539,631 673,008 
Provision for doubtful 
ANVESUITIGMUSS <<: caceseateecvsnasascestsess 300,000 100,000 
2,794,813 2,817,329 
Total program eXPeMnses..............ecereeses= 8,785,714 12,675,186 
Administrative EXPeMses.............s:csssrese 1,532,097 1,465,857 
ATT ONEUZAUI Oller ny seams cneatucusencker@iererreepss 161,645 84,606 
1,693,742 1,550,463 
Motaliexpensesy- re cceecsceeercrerstsensvaces ine ane 10,479,456 14,225,649 
Revenue 
Rental factlitiesytccss cs escaeacnuteseorece ser: 679,174 612,891 
Interest and investment income .......... 209,917 235,602 
Ober WCOme: ss kacssestesavncecveseereasversce= 83,920 
Mo tallmEVENUes. «.acocscsssoerevceewe se cccereresvaes 973,011 848,493 
Activities carried out on behalf of the 7 = 
Atlantic Canada Opportunities 
Agency (Note 11) 
Pro Pram ex peusesmee yee srtee esr: 15,826,716 17,791,567 
Salaries, professional and 
OUNGE SERVICES! 20s cestceeecrnesseerecers 1,243,788 1,299,180 
17,070,504 19,090,747 
Messy GastsmecOverederscessceee ee seeres= (17,070,504) (19,090,747) 
INeticost Of Operations .rscccss.scvensstestersnesv 9,506,445 13,377,156 





See accompanying notes. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1998 








1998 1997 
$ $ 





Financing activities 


Parliamentary appropriation...............- 9,786,720 14,700,000 





Operating activities 


Net cost of operations ..............csse+-0+« (9,506,445) (13,377,156) 
Charges (credits) not affecting cash 

AIMOTUIZATODG ses eeraeeetneonnetence en: 161,645 84,606 

Gain on disposal of capital assets .. (25,560) 

Increase in provision for 

employee termination benefits .. 59,792 43,986 

Provision for doubtful investments ..... 300,000 100,000 
Provision for loan impairment ............ 539'63 1 673,008 





(8,470,937) (12,475,556) 


Decrease (increase) in non-cash 











operating working capital................... DASZ MOS (842,622) 
Employee termination benefit 

PLAVUMLETNUS careers tosevesteevevse se ceecnae-tusevs tenets (48,578) (15,909) 
Cash used in operating activities............. (6,367,317) (13,334,087) 
Investing activities 

Ls@aTniaG VANCES m...5.asnverressussiceecenseseeeees (1,270,508) (1,170,745) 

@ann Te PAWANETUES reseseseectscnercssezeessesers 142,263 514,068 






Purchase of investments.............-...c000 (100,000) (700,000) 
Purchase of capital assets....... = (168,911) (133,254) 
Proceeds from sale of capital assets .... 25,560 





Cash used in investing activities ............. (1,371,596) (1,489,931) 





Increase (decrease) in bank 





indebtedness and term deposits.......... 2,047,807 (124,018) 
Bank indebtedness and term deposits at 

be gimnin cio thesyeatiecssccseaeecssresecss 388,734 SNWAiiey? 
Bank indebtedness and term deposits at 

eNO hte yeatices. tees cere teetresseeeee 2,436,541 388,734 





See accompanying notes. 
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NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1998 


1. The Corporation 


Authority and objectives 


Enterprise Cape Breton Corporation was established 


pursuant to the Enterprise Cape Breton Corporation Act 
(Part Il of the Government Organization Act, Atlantic 
Canada, 1987) which was proclaimed on December 1, 


1988. The Corporation is an agent Crown corporation listed 


in Schedule III, Part I of the Financial Administration Act 
and is not subject to the provisions of the Income Tax Act. 
Its objects, as stated in its enabling legislation, are: 


to promote and assist either alone or in conjunction 
with any person or the Government of Canada or of 
Nova Scotia or any agency of either of those 
governments, the financing and development of 
industry on the Island of Cape Breton to provide 
employment outside the coal producing industry and 
to broaden the base of the economy of the Island. 


2. Significant accounting policies 


(a) 


(b) 


(c) 


Parliamentary appropriations 


Parliamentary appropriations are recorded in the 
statement of equity on an accrual basis when approved 
by Parliament with drawdowns based on cash 
requirements. 


Management estimates 


The preparation of these financial statements requires 
management to make estimates and assumptions that 
affect the reported amount of assets, liabilities, 
revenues, expenses and the disclosure of contingent 
liabilities at the date of the financial statements. 
Despite the use of the Corporation’s best estimates, it 
is reasonably possible that the amounts for the 
following balance sheet items and related expenses 
could change materially in the near term: the 
allowance for loan impairment (see also 

Notes 5 and 6) and the allowance for doubtful 
investments. 


Loans 


Loans, including repayable contributions, are recorded 
at the lower of cost and estimated net realizable value. 


Certain loans are subject to terms of forgiveness as 
stipulated in the loan contract. The amount of 
forgiveness is charged to operations when the loan is 
issued. 


Loans are written off after all reasonable restructuring 
or collection activities have taken place and the 
possibility of further recovery is unlikely. 


Enterprise Cape Breton Corporation 


(d) Allowance for loan impairment 


(e) 


Loans are classified as impaired when, in the opinion 
of management, there is reasonable doubt as to the 
timely collection of the full amount of principal and 
interest, where applicable. A specific allowance is 
established to reduce the recorded value of the loan to 
its estimated net realizable value if there is doubt as to 
the timely collection on a particular loan. Impaired 
loans are measured according to their estimated 
realizable amounts by discounting expected future 
cash flows at the effective interest rate inherent in the 
loans. When future cash flows cannot be estimated 
with reasonable reliability, the estimated realizable 
amounts are measured at the fair value of any security 
underlying the loans, net of any expected costs of 
realization. 


A general allowance is established in respect of loans 
for which individual specific provisions cannot yet be 
determined. The general allowance is based upon an 
evaluation of the loan portfolio in which numerous 
factors are assessed, including an analysis of arrears, 
past loss experience, recent events and changes in 
economic conditions. 


Initial and subsequent changes in the amount of 
impairment are recorded as a charge or credit to the 
provision for loan impairment. 


Interest income 


Interest income is recorded on the accrual basis. When 
a loan becomes impaired, interest income ceases to be 
recognized. Recognition of interest income 
recommences if the specific allowance for loan 
impairment is recovered. 


Investments 


The Corporation has invested in preferred equity 
holdings and partnerships. These are shown at the 
lower of cost and estimated net realizable value. 
Estimated net realizable value is measured by 
discounting expected future cash flows. Investment 
income is recorded on an accrual basis. 


(g) Capital assets 


Capital assets are recorded at the lower of cost less 
accumulated amortization and net recoverable value. 
Amortization is provided over the estimated useful 
lives of the capital assets using the straight-line 
method at the rates indicated below: 


Buildings 
Equipment and furniture 
Computer equipment and 


up to 25 years 
4 to 10 years 


software 5 years 
Leasehold improvements up to 20 years 
Vehicles 3 or 4 years 





NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


(h) Pension plan 5. Loans 


All eligible employees participate in the Public 
Service Superannuation Plan administered by the 
Government of Canada. Contributions to the Plan are 
required equally from the employees and the 
Corporation. These contributions are expensed during 
the year in which the services are rendered and 
represent the total pension obligations of the 
Corporation. The Corporation is not required under 
present legislation to make contributions with respect 
to actuarial deficiencies of the Public Service 
Superannuation Account. 


(i) Termination benefits 


Upon termination of employment, employees are 
entitled to certain benefits provided for under their 
conditions of employment. The cost of these benefits 
is expensed in the year in which they are earned. 


The liability for termination benefits is estimated by 
management based on current entitlements. 


Term deposits 


The Corporation has term deposits with a major 
Canadian chartered bank in the amount of $2,886,378 
(1997—$1,795,534). The term deposits have effective rates 
of interest ranging from 4.75% to 4.83% (1997—3.04% to 
3.14%) and mature within one year. The fair values of the 
term deposits approximate their carrying value. 


Accounts receivable and accounts payable 


Accounts receivable are comprised of the following: 








1998 1997 
$ $ 
Due from the Atlantic Canada 
Opportunities Agency (Note 11)... 3,144,982 1,267,440 
OtherrecetvableStcsaccccseressscteretees 253,468 189,715 
3,398,450 1,457,155 


The amount from the Atlantic Canada Opportunities 
Agency relates to expenditures made on behalf of the 
Agency in accordance with a memorandum of 
understanding. Other receivables are incurred in the normal 
course of business with no significant concentration of 
debtors. 


Accounts receivable and accounts payable are due on 
demand, are non-interest bearing and the carrying amounts 
approximate fair values because of their short maturity. 








1998 1997 
$ $ 
TSO ANS Saceat seca eestese fescrnecsnstaresessestersses 2,657,694 2,534,403 
Repayable contributions ..............0+ 2,442,749 1,590,756 


Interest KeECe1VaDlecc...cescerasccests-se25-8-0 45,707 27,848 
5,146,150 4,153,007 





Less: Allowance for loan 
impairment (Note 6)... 2,204,248 IIPS) The, 


2,941,902 2,353,288 





Loans for which the final conditions of forgiveness have 
not been met are valued at $128,257 (1997—$139,916). 
These loans have been charged to operations in either the 
current or previous years. However, if certain terms and 
conditions of the letter of commitment are not fulfilled, the 
loan may become due and payable by the client. 


Loans are issued in order to promote economic 
development. All loans are issued to individuals and 
businesses which conduct their business in Cape Breton. In 
1998, four debtors accounted for 50% of the March 31 loan 
balance (1997—three debtors, 40% of the loan balance). 


The fair values of loans are determined using expected 
future cash flows discounted at the Consolidated Revenue 
Fund lending rate to Crown corporations. The fair values of 
loans approximate $2.5 million (1997—approximated their 
carrying value). 


An analysis of the loan balance outstanding at March 31 
is as follows: 








Annual 
interest rate 1998 1997 
$ $ 
Oo sessuiteer. Siact cheek Sascin memeereervess 3,975,934 2,924,621 
597,837 640,448 
526,672 560,090 
5,100,443 4,125,159 


Interest reCelvablecenncncvsssseueeencesers 45,707 27,848 
5,146,150 4,153,007 





Less: Allowance for loan 
impairment (Note 6)... 2,204,248 1,799,719 


2,941,902 2,353,288 





The interest rates are fixed over the terms of the loans. 
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NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


Amounts due by fiscal year based on loan terms are as 

















| follows: 

| 

| 1998 1997 

I $ $ 

| Principal 
4 RRS! GUN St pant seine ceperacre tener er Aarne 426,246 288,691 
i 515,843 
418,143 882,954 
| 497,113 467,798 
/ 362,391 356,189 
1 449,743 476,394 
| AN OBiand IDE VOnditeemn eee enee cers 2,946,807 1,137,290 
i a —_ oe = 
} 5,100,443 4,125,159 
{ IMmterestrecetVablevcs...-ncc-cersseeee see 45,707 27,848 
| {Se ae ee ine 
| 5,146,150 4,153,007 

| Less: Allowance for loan 

| impairment (Note 6)...........:00 2,204,248 LGPL TAS) 
pat nT A = 
1 2,941,902 2,353,288 














_ 6. Allowance for loan impairment 
1998 1997 
Specific General Total Total 
| $ $ $ $ 
Balance abe sinnimpyon the yeatescsncey ceescsccge ts eae -cteeces sy ssecace-vecsecetasseesse 19995719 200,000 1,799,719 1,251,595 
| Wiitle-Olis Ne mtOm esti UGiinii Cncme sain ee metres Mate eeten ae ryt eseeeeecser sacs cs (15,511) 
| AVY THLG =O MHS geoesone trcnen eas Pare tg cass Oee roa aaa cree petesSeess a. suagaceei iecsgiesseezasiavisiehisies (135,102) (135,102) (109,373) 
EEO VISION LOT sO ATs Iie cpamesstree veceesetarses se seseeveesacccccesenie e<scceeceeses- 439,631 100,000 539,631 673,008 
Balaniceratiends ofthe sy eaters. case fe secaeterceteu. fers aesteesevebtessadnieessivis2ssdiactseses 1,904,248 300,000 2,204,248 LISTS 








. The investment value of those loans specifically 
| identified as being impaired is $2,834,458 (1997— 
$1,814,740). 


7. Investments 


Investments are made in order to promote economic 
development. All investments are made with businesses 
which conduct their business in Cape Breton. 


The Corporation has an interest of $300,000 (1997— 
$300,000) in an office building and shares in the net 
income earned based on its percentage interest. The 
Corporation’s share of net income is $65,312 (1997— 
$73,101). 


The Corporation also holds $850,000 (1997—$750,000) 
in non-voting, redeemable and retractable preferred shares 
and partnership units in private sector entities. No 
dividends were received or declared during the year. 


The fair values of investments are determined using 
discounted contracted future cash flows. The fair values of 
investments approximate their carrying value. 


Enterprise Cape Breton Corporation 








NOTES TO THE FINANCIAL STATEMENTS 


MARCH 31, 1998—Concluded 


8. Capital assets 


1998 


1997 





Accumulated 
amortization 


10. 


lithe 


Accumulated 
amortization 








and Net book and Net book 
Cost value Cost write down value 
$ $ $ $ $ 
Eand for development iccrss.cvesteecsseresce come ese-mrseser=o== 482,319 1 532,441 532,440 1 
Equipment, furniture, leaseholds .............:111eeeee 1,157,288 164,885 1,120,302 962,683 157,619 
Rentallifacilitiesyccrsceestcrecasncersceaceey excecsentsenceserses === 15,678,601 15,565,585 15,565,585 
17,318,208 164,886 17,218,328 17,060,708 157,620 


eee S?YOOona——_ —— 


Funding from Government of Canada 


The Government of Canada approved and the 
Corporation utilized a parliamentary appropriation in the 
amount of $9,786,720 (1997—$14,700,000). 


Commitments 


(a) As at March 31, 1998 the Corporation had outstanding 
commitments for development programs in the amount 
of $3,242,143 (1997—$3,802,968). 


(b) Future minimum payments by fiscal year on operating 
leases in excess of one year are as follows: 


$ 


445,579 
445,579 
62,310 


953,468 


Related party transactions 


The Corporation entered into a memorandum of 
understanding with the Atlantic Canada Opportunities 
Agency establishing the arrangements for the Corporation 
to deliver the Agency’s programs on the Island of Cape 
Breton. As of March 31, 1998, the Agency reimbursed the 
cost of its program activities and related program delivery 
provided by the Corporation except for the amount 
included in accounts receivable of $3,144,982 (1997— 
$1,267,440). 


The cost of services provided by other federal 
government departments, agencies, and Crown 
corporations are reflected in the statement of operations 
and totalled $376,700 (1997—$418,254). These 
transactions are in the normal course of operations and are 
measured at the exchange amount. 


. Comparative figures 


Certain of the comparative figures have been 
reclassified to conform to the presentation adopted for the 
current year. 
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EXPORT DEVELOPMENT CORPORATION 


FINANCIAL REPORTING RESPONSIBILITY 


The consolidated financial statements contained in this 
annual report have been prepared by management in 
accordance with generally accepted accounting principles 
appropriate in the circumstances and consistently applied. The 
integrity and objectivity of the data in these consolidated 
financial statements are management’s responsibility. The 
consolidated financial statements include some amounts, such 
as the allowances for losses on loans and claims, that are 
necessarily based on management’s best estimates and 
judgment. Management is also responsible for all other 
information in the annual report and for ensuring that this 
information is consistent, where appropriate, with the 
information and data contained in the consolidated financial 
statements. 


In support of its responsibility, management maintains 
financial and management control systems and practices to 
provide reasonable assurance that the financial information is 
reliable, that the assets are safeguarded and the operations are 
carried out effectively. The Corporation has an internal audit 
department whose functions include reviewing internal 
controls and their application, on an ongoing basis. 


The Board of Directors is responsible for ensuring that 
management fulfills its responsibilities for financial reporting 
and internal control and exercises this responsibility through 
the Audit Committee of the Board, which is composed of 
Directors who are not employees of the Corporation. The Audit 
Committee meets with management, the internal auditors and 
the Auditor General of Canada on a regular basis. 


The Board of Directors of EDC is responsible for all 
business undertaken by the Corporation. Contracts which, in 
the opinion of the Board of Directors, involve risks for a term 
or an amount in excess of that which the Corporation would 
normally undertake, may be entered into under the authority of 
the Governor General in Council where the Minister considers 
them to be in the national interest. The Board of Directors has 
the predominant role in the management of this program and is 
solely responsible for its administration. Funds required for 
such contracts are paid to the Corporation by Canada, and 
funds recovered are remitted to Canada, net of amounts 
withheld to cover related administrative expenses. Canada 
Account transactions are shown in Note 19 to the 
Corporation’s consolidated financial statements. 


The Auditor General of Canada conducts an independent 
audit, in accordance with generally accepted auditing 
standards, and expresses his opinion on the consolidated 
financial statements. His report is presented on the following 
page. 


A. Ian Gillespie 
President and Chief Executive Officer 


John Gagan 
Vice-President and Corporate Controller 


Export Development Corporation 


AUDITOR’S REPORT 
TO THE MINISTER FOR INTERNATIONAL TRADE 


I have audited the consolidated balance sheet of Export 
Development Corporation as at December 31, 1997 and the 
consolidated statements of income and retained earnings and 
changes in financial position for the year then ended. These 
financial statements are the responsibility of the Corporation’ s 
management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether 
the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position of 
the Corporation:as at December 31, 1997 and the results of its 
operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting 
principles. As required by the Financial Administration Act, I 
report that, in my opinion, these principles have been applied 
on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
and of its wholly owned subsidiary that have come to my 
notice during my audit of the consolidated financial statements 
have, in all significant respects, been in accordance with Part X 
of the Financial Administration Act and regulations, the Export 
Development Act and regulations and the by-laws of the 
Corporation and its wholly owned subsidiary. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
February 4, 1998 








CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1997 


(in millions of dollars) 


ee — nn 


ASSETS 


CASH AND INVESTMENTS 


Cash and marketable securities 

(Notes 3)) esc er oees caece cecceiccon ents tocoees 
Investments (Note 4). .c..cccccqcccescccess-esn-nses 
AA Cemieduntece sts. nccssarasessesesetecetoee ater ece 


LOANS RECEIVABLE 


Net loans receivable 
(NOTES 55 Gralldl T)ibsseweceeataseecsenceeescncs 
Accrued interest and fees 





OTHER 


Recoverable insurance claims (Note 10). 
OMheEasSetsies. csratevecinceseaee ste tescaresusvave 


PotalsassetSecsee ce cacntoce ee svacseses eae eterna 























1997 1996 
1,519 1,037 
408 407 
phe an 
1,948 “1,459 
9,663 8,083 
168 139 
9,831 8,222 
28 25 

5 35 

23 60 
11,852 9,741 


LIABILITIES AND SHAREHOLDER’S 
EQUITY 


LOANS PAYABLE (Notes 12 and 13) 


JEOaNS PAVED LC rere eerestenearearsenuiacesenessesses 
NCCMUCAIIMUEKEST tic ctseesecsstencdesesentecteeasecrsss 


OTHER LIABILITIES AND DEFERRED 
REVENUES 


INCE OUNES Paya lewerece= a nereateneaceenestesceesse =? 
Deferred insurance premiums ...............+++ 
Allowance for claims on insurance and 
Suarantees| (NOLEN) rscctenemceureeeecee 
Deferred loan revenues and other credits .. 


Loan commitments and insurance and 
guarantees (Notes 8 and 9) 


SHAREHOLDER’S EQUITY 


Share capital (Note 14) 
Retained Garmin osvite.::ysresce-eseansssecanveae=- 





Total liabilities and shareholder’s equity....... 























1997 1996 
9,556 WBS 
103 94 
9,659 7,829 
84 80 

ig 11 
336 240 
211 164 
648 495 
983 983 
562 434 
1,545 1,417 
11,852 9,741 





See accompanying notes. 


Approved by the Board of Directors: 


W.R. C. BLUNDELL 
Director 


A. IAN GILLESPIE 
Director 
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CONSOLIDATED STATEMENT OF INCOME CONSOLIDATED STATEMENT OF CHANGES 





































































AND RETAINED EARNINGS IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1997 FOR THE YEAR ENDED DECEMBER 31, 1997 
(in millions of dollars) (in millions of dollars) 
eS6<cCVxVxvweuwwnwawwwwnananmoT#vVvOOT‘vOowwTwOwO#w“#wOOO00OOOoowooouououooo ee 
1997 1996 1997 1996 
Interest income Operating activities 
Oa interest earned ..susec cesses eres ise? 671 INGUIHCOMICR eT eee eee secretaries 128 112 
Investment interest earned.................. 92 99 Items not affecting cash 
844 770 Provision for credit losses Es 295 270 
Interest expense we 481 437 Net (increase)/decrease in accrued 
Rae TiAD oleae tO ee ~ : IMP Tes baad tee muvee ween (25) (38) 
INetanterestine Ome ssss ss: e-t eee 363 333 Net increase/(decrease) in deferred 
Prem asi zi — TOV OMUGS. co rstssccoveasacesertraspsders tees 44 (10) 
I ane 1ee COME @Othepehancesiewe sere ere (25) (49) 
Insurance premiums and = = 
PNATANLCe WSS ee tear. erar eee ee 99 92 CAG HP TO WIC Cd eee meena neers ere vere rees 417 285 
then teest eect anteaters eee ee 30 17 ees a 
129 109 MoamidisbursementS 1c.esececesecers (BS2)) (2,463) 
Ades, ‘ Woanmepayinientserncswesneecs seers 1,860 1,980 
Provision for credit losses (Note 11)...... 295 270 Items not affecting cash 
Income after provision for Interestrescheduledien-wast-rst ree (55) (33) 
GLediGlosseS mene erst ween 197 Gf? Caented eth en eee ee (1,516) (516) 
NdmIMistratlve EXpPeMSes|...2. see -.-.: 69 60 Financing activities 
INGRInCOMC ene pest asr aren teers eees, 128 112 Issue of long-term loans payable.......... 1,730 LTS 
Retained earnings Repayment of long-term loans 
| S}operaVaVial-a(oh UA chsh yee ery eee 434 322 PAY aD Le tee roses eussatueats snes wsensertesestveyas (1,409) (1,530) 
5 Increase/(decrease) in short-term 
ENC ORVEaR TMs. eateries. sarccateusee 2: 562 434 loans payable ....cssssscssssssssssssssssseveee 1,261 (161) 
See accompanying notes. Essie of shareicapitalleveecessustssesuaesse 132 
Inerease inmmivVestmMentSe.sueece-ereeeescers (1) (168) 
Eashiprovidedn sre nuseectetenenteees 1,581 48 
Increase/(decrease) in cash and 
marketablesecunitesecssusetaeeee: 482 (183) 
Cash and marketable securities 
Beginning Ol yCate swe estes ee rereneres 1,037 1,220 
Eindi@teyGatn-c1- eer ee a we teeta 1,519 1,037 





See accompanying notes. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


AS AT DECEMBER 31, 1997 


Il. 


Corporate mandate and activities 


Export Development Corporation (“the Corporation” or 
“EDC”) was established on October 1, 1969 by the Export 
Development Act (“the Act”), a statute of the Parliament of 
Canada which was amended on June 10, 1993. The 
Corporation was created as an agent of Her Majesty in 
right of Canada for the purposes of supporting and 
developing, directly or indirectly, Canada’s export trade 
and Canadian capacity to engage in that trade and to 
respond to international business opportunities. This Act as 
amended gives EDC the flexibility to consider a wider 
range of options to meet the needs of Canadian exporters 
and those investing in foreign markets. The Corporation is 
accountable for its affairs to Parliament through the 
Minister for International Trade. 


EDC incorporated Exinvest Inc. (“the Subsidiary”) 
under the Canada Business Corporations Act in 1995. The 
activities of the Subsidiary have been consolidated with 
those of the Corporation. 


The earnings of the Corporation and its Subsidiary are 
not subject to the requirements of the Income Tax Act. 


The Corporation is subject to a limit imposed by the Act 
on its contingent liability programs. The Act specifies that 
the Corporation’s contingent liabilities in respect of the 
principal amounts owing under all outstanding 
arrangements shall at no time exceed $15 billion, an 
amount equal to 10 times the authorized capital of the 
Corporation. As at December 31, 1997, the position against 
this limit is $11.5 billion (1996—$8.9 billion). 


As an agent of Her Majesty in right of Canada, debt 
instruments issued by the Corporation carry the full faith 
and credit of Canada. The Act allows the Corporation to 
borrow up to a maximum of 15 times the aggregate of its 
current paid-in capital and the retained earnings determined 
in accordance with the previous year’s audited financial 
statements. This limit for borrowing as at December 31, 
1997 is $21.3 billion (1996—$19.6 billion), against which 
borrowings amounted to $9.6 billion (1996—$7.7 billion). 


Summary of significant accounting policies 
Cash and marketable securities 


Securities which are being held to maturity are carried at 
cost. Gains and losses on these securities are recognized in 
income only when they are realized and the asset is 
removed from the balance sheet. Available for sale 
securities are carried at market value. The gains and losses 
arising from securities carried at market value are included 
in investment interest earned. 
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Net loans receivable 


Net loans receivable are stated net of non-accrued 
capitalized interest and the allowance for losses on loans. 
Non-accrued capitalized interest represents contractual 
interest capitalized according to rescheduling agreements 
with sovereign borrowers during which time the loans are 
classified as impaired. 


Loan interest is recorded on an accrual basis until such 
time as management determines that a loan should be 
classified as impaired. Loans are classified as impaired 
when circumstances indicate that the Corporation no longer 
has reasonable assurance that the full amount of principal 
and interest will be collected on a timely basis in 
accordance with the terms of the loan agreement. Amounts 
received for impaired loans are credited to the book value 
of the loans. No portion of cash received on a loan 
subsequent to its classification as impaired is recorded as 
interest earned until such time as any specific allowance 
has been reversed, and it is determined that the loan 
principal is fully collectible in accordance with the 
contractual terms of the loan. An impaired loan is restored 
to a performing basis after a pattern of regular payments 
has been established, normally three years. When the 
Corporation restores the impaired loan to an accrual basis, 
previously non-accrued capitalized interest is recognized 
over the remaining term of the loan. 


When sovereign borrowers experience financial 
difficulties and are unable to meet their debt obligations, 
sovereign creditors, including the Government of Canada, 
agree at an international forum, the Paris Club, to formally 
reschedule the borrower’s debt obligations. From time to 
time and on a case-by-case basis, the most heavily indebted 
sovereign borrowers are granted debt reduction or debt 
service relief. The granting of debt reduction or relief is 
contingent upon the sovereign borrower’s ability to 
implement and maintain economic programs outlined by 
the International Monetary Fund. To date, the Government 
of Canada has fully compensated the Corporation for all 
amounts forgiven at the Paris Club, and these payments for 
impaired loans or loans previously classified as impaired 
are credited to the book value of the loans. Rescheduled 
loans are considered performing unless they meet the 
criteria of impaired loans. 


Loan fees, mainly exposure fees and administration 
fees, are normally amortized over the disbursement and 
repayment term of the related loan. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
' AS AT DECEMBER 31, 1997—Continued 


Measurement uncertainty 


To prepare the Corporation’s financial statements in 
accordance with generally accepted accounting principles, 
it is necessary to use accounting estimates. The most 
significant of these estimates are the allowance for losses 
on loans (Note 7) and the allowance for claims on 
insurance and guarantees (Note 10). Management 
determines the allowances using various assumptions, 
based on its assessment of the impact of recent events and 
changes in economic conditions and trends. These 
estimates are reviewed in detail annually. However, actual 
loan losses and liabilities for contingencies incurred may 
vary significantly from management’s estimates. The 
uncertainty in the estimation process arises, in part, from 
the use of historical data to identify and quantify credit 
deterioration. While historical data may be the most 
reliable basis available to calculate these amounts, 
economic events may occur that render previous 
assumptions invalid and cause a material change to the 
accounting estimates. 


The general allowance for loan losses is estimated using 
historical loan default and recovery rates. For specifically 
identified impaired loans, recoverable amounts are 
calculated using the best estimates of the timing and 
amount of future cash flows for each borrower. 


The allowance for claims on insurance and guarantees 
contains two components: the portion arising from the 
insurance program and the portion relating to loan 
guarantees. The allowance pertaining to the insurance 
program is calculated using estimated future net claims less 
future net premiums, based on assumptions consistent with 
the Corporation’s past experience. Additional amounts are 
provided for possible adverse deviation from best estimate 
assumptions. While these amounts vary with the degree of 
uncertainty inherent in each program and with 
the homogeneity of policies (size and term) within each 
portfolio, the valuation process conforms to the 
Recommendations of the Canadian Institute of Actuaries. 
The allowance pertaining to loan guarantees uses the same 
assumptions as the general allowance for loan losses. 


In 1997, EDC enhanced its methodology for estimating 
the allowance for losses on loans. See Note 7 for further 
discussion. 


Allowance for losses on loans 


The allowance for losses on loans is based on a review 
of collectibility of all loans to commercial and sovereign 
borrowers and represents management’s best estimate of 
probable credit losses on loans receivable. 
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Specific allowances are established on an individual 
loan basis to recognize credit losses. When a loan is 
considered impaired, the carrying value of the loan is 
reduced to its estimated realizable value by discounting 
expected cash flows at the rates inherent in the loan. The 
amount of initial impairment and any subsequent changes 
due to the re-evaluation of estimated future cash flows are 
recorded through the provision for credit losses as an 
adjustment to the specific allowance for impaired loans. 


General allowances include all accumulated provisions 
for losses on loans which are prudential in nature and for 
which impairment has not been specifically identified. In 
establishing the general component of the allowance, 
management models its portfolio into credit risk pools and 
applies information from external credit-rating agencies, 
augmented by corporate experience, on historical default 
rates and loss percentages to determine the allowance for 
loan losses. These allowances are established to absorb 
credit losses in the portfolio where, in management's 
opinion, there is evidence of impairment given the current 
economic conditions and trends surrounding particular 
industries, geographic regions or other loan concentrations 
in the portfolio. 


Recoverable insurance claims 


Recoverable insurance claims payments are recorded at 
estimated recoverable values. Subsequent net gains or 
losses on recovery are credited or charged to the allowance 
for claims on insurance and guarantees when recoverable 
values are re-estimated. 


Allowance for claims on insurance and guarantees 


The allowance for claims on insurance is based on an 
actuarial review of net loss experience and potential net 
losses and represents management’s best estimate of the 
net present value of the liability under existing policies. 
The allowance for loan guarantees is determined on the 
same basis as the general allowance for loans. 


Insurance premiums 


For short-term insurance policies, premiums are taken 
into income at the commencement of coverage. Premiums 
on other export insurance policies are taken into income 
using methods which generally reflect the exposures over 
the terms of the policies. Reinsurance premiums and 
recoveries on losses incurred are recorded as reductions of 
the respective income and balance sheet accounts. 
Unearned premiums on insurance transferred to reinsurers 
and estimates of amounts recoverable from reinsurers on 
unpaid claims are deducted from deferred premiums 
and recoverable claims respectively. 








NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


Derivative financial instruments 


The Corporation uses a variety of derivative financial 
instruments to manage operating exposures such as foreign 
exchange fluctuations and changes in interest rates. These 
contracts are carried on a cost basis. Premiums paid or 
discounts received on these instruments are deferred and 
amortized over the life of the contract. Net receipts or 
payments are recognized in income on an accrual basis in 
the same period and the same financial statement category 
to which the contract is related. 


Translation of foreign currency 


All assets and liabilities denominated in foreign 
currencies are translated into Canadian dollars at exchange 
rates prevailing at the end of the year. Income and expenses 
are translated at monthly average exchange rates in effect 
during the year. Exchange gains and losses resulting from 
the translation of foreign currency balances and 
transactions are included with interest expense. 


Interest expense 


Interest expense includes expenses of commercial paper, 
registered claims, bonds, derivative financial instruments, 
the amortization of debt discount and issue expenses, and 
foreign exchange gains and losses. Gains or losses incurred 
when the Corporation repurchases its bonds, and unwinds 
any swaps related to those bonds, are either taken into 
income at the time of the transaction, or deferred and 
amortized over the life of a replacement debt issue, should 
one be issued. 


3. Cash and marketable securities 


The Corporation maintains liquidity sufficient to meet 
general operating requirements, to maintain stability in the 
short-term borrowing program and to provide flexibility in 
achieving corporate objectives. In order to meet these 
varied needs, marketable securities are held in either the 
investment portfolio or available for sale portfolio. 


Securities in the investment portfolio are held for 
liquidity and for the longer term. Available for sale 
securities are intended to be held for a short period of time. 
Swap contracts are agreements between two counterparties 
to exchange interest payments over an agreed-upon period, 
each calculated using a different interest rate index and 
denominated in either the same currency or a different 
currency. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


AS AT DECEMBER 31, 1997—Continued 

















Remaining term to maturity 1997 1996 
Under | Year 1 to3 Years Over 3 years Total Total 
(in millions of dollars) 
Investment portfolio 

Fixed rate securities 122 182 2a 563 258 
SWAP) COUMTACES 25. .nasctescxonusrsscsaterecioncsceccne eas (112) (25 (137) (192) 
ING EMIK eC eer srageracs reaets Sata toesa fst dsussevsstss.sdecesce- 10 157 259 426 Tyr 66 

MECLONEO WHATLEY oareneercr cree fees ccse hs este sae SO 5.95 6.13 6.04 6.88 
BIOatia e ate SECUIE Sie vacsere-crereretenceeveerscoas 565 70 10 645 669 
Swap COMMACtStr nesctace triste fren nisiss 123 27 150 192 
INE til atin piers t-.1.sceeatenee voce eines ecse se 688 97 10 795 : 861 





Available for sale portfolio 























nce dara Less CUI teres seen ntenete Pose nte = 17 
Floating rate securities 298 298 93 
Total available for sale portfolio .................. 298 298 110 
SOE ICL Torre vn cocaesscnessoneee co 4.43 4.64 
Value at purchase 297 297 IS} 
Total cash and marketable securities 996 254 269 ita) 1,037 
Credit exposure arises from the possibility that a 4. Investments 


counterparty may default on its obligations. Credit 
exposure related to securities held in the investment 
portfolio and the available for sale portfolio is represented 
by their carrying value. For swap contracts, it is a fraction 
of the notional amount of the instruments shown above, 
and is represented by the replacement cost of those 
contracts that have a positive fair value (a contract which, 
if settled currently, would result in a gain). Credit exposure 
for swap contracts held in the investment portfolio is 
included as part of Note 16. 


Investments comprise $102 million (1996—$99 million) 
of cash and securities held by EDC’s subsidiary Exinvest 
Inc. and notes issued by three Crown corporations: Ridley 
Terminals, Inc., Vancouver Port Corporation and the Royal 
Canadian Mint, totaling $306 million (1996— 
$308 million). These Crown corporations are related to 
EDC as a result of common ownership. EDC intends to 
hold these notes to maturity. These investments were made 
in the normal course of business, transacted at fair value, 
and are recorded at cost. 





1997 1996 
Amount Yield* Term* Amount 
(in millions of dollars) 
Fixed rate 
investments ........... 306 7.40% 52 months 300 
Floating rate 
IIVESHMeMtSiuseeess cre 102 3.89% 1 month 107 


Ota eee ee eee ene 408 407 


* Refers to yield and term to maturity for fixed rate investments, and 
yield and term to reset for floating rate investments. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


5. Net loans receivable 


The following table shows the contractual maturity 
along with related contractual effective yields for gross 
loans receivable. The yields are computed on a weighted 
average basis by amount and term. Floating rate yields are 
expressed as spreads over base rates which consist mainly 
of LIBOR for U.S. dollars and Prime for Canadian dollars. 












































1997 1996 
Yield to Yield to 
Fixed maturity Floating Spread Total Fixed maturity Floating Spread Total 
$ % $ Jo $ $ % $ % $ 
(in millions of dollars) 
Performning 
OVverducey s.r tenets | 10.45 ii 0.94 8 6 8.96 l 1.24 7 
605 8.83 775 1.14 1,380 
681 9.03 1,046 1.87 27 548 9.17 506 1.67 1,054 
629 9.00 614 1.83 1,243 468 9.27 497 1.68 965 
523 9.01 618 1.89 1,141 418 9.21 393 sah 811 
0 656 9.05 Do 1.81 1,207 545 9.23 381 1.69 926 
DOOD ee renerteccsenccserarareevete datas 508 8.78 452 1.73 960 370 9.09 276 1.47 646 
DOOS-2OOT oo ncrcsssessststesaase-see- 1,438 8.39 1,422 1.30 2,860 1,038 8.62 813 0.61 1,851 
2008 and beyond ...............05 844 8.46 598 0.71 1,442 477 8.99 468 0.46 945 
Pe rhornnry ye eamreereete tate eecmcse svar 5,280 8.56 5,308 1.58 10,588 4,475 8.92 4,110 1.24 8,585 
Iampained|(Note 6) ii. cececceve-sce- 183 1,602 1,785 257 1,662 1,919 
Gross loans receivable................ 5,463 6,910 12,373 4,732 5,772 10,504 
Less: Non-accrued 
capitalized interest on 
—Impaired loans (Note 6)...... 831 774 
—Performing loans™............... 251 224 
WOaRS RE CEIV AD Ge. car tennenc oneness 11,291 9,506 
Less: Allowance for losses 
On loans (INO teie)))|sarnoresecetere ees 1,628 1,423 
Net loans receivable .............:000 9,663 8,083 
eee S9°N0—050 
“Represents the unamortized balance that accrued while the loan was impaired. 
At December 31, 1997, the floating rate performing 
gross loans receivable are yielding 7.26% (1996—6.52%) 
with an average term to reset of 99 days (1996—88 days). 
The breakdown of the Corporation’s performing gross 
loans receivable between sovereign and commercial is as 
follows: 
1997 1996 
Yield to Yield to 
Fixed maturity Floating Spread Total Fixed maturity Floating Spread Total 
$ % $ % $ $ %o $ % $ 
(in millions of dollars) 
Sovereign aes cteen teeters 2,970 8.70 2,347 1.12 Sy sil 7 2,785 8.85 2,148 0.93 4,933 
Commerciale cca wcceetiesteterness 2,310 8.45 2,961 1.92 5,271 1,690 8.99 1,962 1.63 3,652 
Total ....eesseesseecssersssecsnecssesesssensscn 5,280 8.56 5,308 1.58 10,588 4,475 8.92 4,110 1.24 8,585 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


6. Impaired loans receivable 


The Corporation has $1,785 million impaired gross 
loans receivable (1996—$1,919 million) of which $1,682 
million is sovereign (1996—$1,787 million) and $103 
million is commercial (1996—$132 million). The 
following reflects the movement in the impaired loans 
portfolio during the year: 


1997 1996 





(in millions of dollars) 


Balance at beginning of year............ 1,919 1,895 
Loans classified as impaired......... 29 
Loans reinstated to performing..... (142) 

Sale of impaired assets................. (Gib) 
C@apitalizediinterest scent tte 74 78 
Principal repayments c1se-..e-ceeree = (50) (55) 


Compensation from the 
Government of Canada for 





ebimelicivees -ceertee es (17) (26) 
BOTOISTUCKCUAN DE acne career 32 (2) 
Balance atiend Of yeatse.tc.c:2s-----1 a. 1,785 1,919 


The largest concentrations of gross loans receivable for 
impaired loans are listed in the following table. Non- 
accrued interest represents contractually earned interest 
that has not been capitalized through rescheduling 

















agreements. 
1997 1996 
Gross Non-accrued Non- Gross Non-accrued Non- 
loans capitalized accrued loans capitalized accrued 
receivable interest* interest receivable interest* interset 
(in millions of dollars) 
Sovereign 
| PUR Nea hee eee ae aera 632 424 6 571 340 39 
Cameroon crease cate 386 151 42 400 150 18 
(Otexd vote cecercereecasceeee 262 124 iS 252) 111 5 
RUSS Iceeeeceteasevareseon i reaster si: 117 4] 2 112 3] 4 
(OU GO Wesecsssvcvacovcveassversestavess 53 38 2 55 35 2 
Othe reece ret resect 232 53 136 397 107 121 
SOU tOtal eereseee steepest sereees 1,682 831 203 1,787 774 189 
Wommlerciall eeresessteeeavevccceeessess 103 87 132 Ta sah L 
Mota limpaine dee ccre errr eet tee 1,785 831 290 O19 774 260 








*Non-accrued capitalized interest is included in gross loans receivable. 


During 1997, payments from borrowers for impaired 
loans were $86 million (1996—$89 million). These 
amounts were applied to the book value of the impaired 
loans and did not affect interest earned. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


7. Allowance for losses on loans 


The composition of the allowance for losses on loans is 
as follows: 


1997 1996 


Sovereign Commercial Total Sovereign Commercial 








(in millions of dollars) 


Specific allowance 





for impaired loans 390 98 488 534 ie 661 
General allowance ........... 540, 600 1,140 456 306 762 
FTO al lcccanee store evancooe Sores ee ee enemas 930 698 1,628 990, 433 1,423 





—————————————————————— eee nnn 


The specific allowance for impaired loans reduces the 
carrying value of impaired loans to the net present value of 
expected cash flows. Estimated cash flows are based on 
historical payments from sovereign borrowers, 
demonstrating to a large extent each borrower’s willingness 
and ability to meet future payments. The historical 
payments are then modified when necessary to derive the 
estimated future cash flows which are then discounted 
using rates inherent in agreements. 


During the year, the Corporation enhanced its 
methodology for estimating the general allowance for loan 
losses. This enhancement is part of the continuing process 
to more accurately reflect the current economic conditions 
and their impact on credit migration. The methodology 
incorporates the historical default rates of corporate bond 
issuers as determined by external credit-rating agencies, 
and the Corporation’s own severity of loss experience. The 
risk concentration component of the allowance for loan 
losses has been reclassified as a result of the improved 
methodology. These enhancements resulted in an increase 
of $52 million in the allowance for loan losses as at 
December 31, 1997. 


The Corporation has significant geographic 
concentrations in below investment grade and speculative 
grade countries, as determined by external credit-rating 
agencies. Seven such countries represent $3,003 million or 
28% of the Corporation’s performing loans receivable. In 
addition, the Corporation has a single counterparty loan 
receivable of $721 million with a ground transportation 
entity in the United States. 


During the year, changes to the allowance for losses on 
loans were as follows: 


1997 1996 





(in millions of dollars) 








Balance at beginning of year............. 1,423 11,233 
Provision for losses on loans......... 184 190 
Interest reversal for impaired 

JOAN shy cecuesovesenecssvess easotaxecessoeees 
Write-off (18) (1) 
POreleMieXCDAD Ge irencsorsersrcresseseress SiS) i 
Balanceral end iol yeatermercn-tescecerexss 1,628 1,423 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


8. Loan commitments 


The Corporation has undisbursed commitments of 
$6,482 million (1996—$2,863 million). The Corporation 
expects to fund these undisbursed commitments near the 
time of their disbursement. Over the next two years, the 
Corporation expects to disburse 72% of the remaining 
undisbursed balances. The Corporation generally attempts 
to match debt maturities and currencies with those of its 
loan assets on a portfolio basis. Undisbursed commitments 
with their locked-in effective yields are outlined in the 
following table. All yields are computed on a weighted 
average basis and the spreads over floating interest rates 
are represented mainly by LIBOR for U.S. dollars. In 1996, 
the Corporation was committed to disburse $223 million 
which had a fixed rate effective yield that was 
indeterminable and therefore was not included in the table. 





1997 1996 
Spot Spot 
Fixed yield Floating Spread Fixed yield Floating Spread 
$ % $ %o $ % $ % 








(in millions of dollars) 











SOVELEL Qi scresaccvseestac@iertsscssesenses 2,385 7.98 561 2.44 417 8.41 409 2.49 
G@ommencial eecssasecos reece 167 8.14 3,369 2:39 WS 9.72 E739 1.14 
TLOVAIES tes neans seeders aveneiesncaacectcesss2 2,902 8.00 3,930 2.40 492 8.61 2,148 1.40 


9. Contingent liabilities 


The Corporation has insurance policies in force and 
guarantees outstanding of $8,724 million (1996— 
$7,432 million) which mature as follows: 


1997 1996 





(in millions of dollars) 


SHort-term pro eran -----2----ee-eeenee-n-e 5,700 5,081 

Medium-term program 
MOOT Seerrssscesscestxuesesecscaistovesesstisec 370 
MOOS eorcececes ters sorsveretodhceetecrentesss 546 340 
OOO Ais teva teectr dea sasteeen tinea 467 295 
DO OO sctas sitar ce sve aareeeades 443 97 
PAO) ICA er rene rere rrroe teen tener 379 395 
DOOD aacrerscsiscerersiee vets eee oe oe 197 62 
POOS= 2007 eeresencesterstec teers ser. tees 658 427 
ZS and sbeyond er csce. snc 334 365 





TL OGAL sss ssescsascsctsessosssossseasssascessescsreons 8,724 7,432 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


The major concentrations by location of ultimate risk 
are as follows: 














1997 1996 
Short-term Medium-term Total Short-term Medium-term Total 
(in millions of dollars 
Sess saeco oe acuta teavices seve goos BM 62 2,379 1,580 38 1,618 
Canada oy ncwneotansesccrumesustetes<neeersentenes 975 443 1,418 612 312 924 
NRG sea er ene nn Seats anakcedssaeverenas ent 128 240 368 
Brazil 585 19 604 
Japan 352 1 333 
Trea eA ce eee wns aa tein nce eng sasearaee se 390 60 450 
Mexico 297 20 317 391 14 405 
Other 1,651 2,258 3,909 1,523 1,908 3,431 
(DO tal See eset ead een a ee eee 5,700 3,024 8,724 5,081 Db asi 7,432 


Reinsurance of $78 million (1996—$122 million) has 
been deducted from the insurance policies in force. 


10. Recoverable insurance claims and allowance for claims on 
insurance and guarantees 


During the year, changes to the recoverable insurance 
claims were as follows: 


1997 1996 





(in millions of dollars) 





Balance at beginning of year........... 25 20 
Claims: paid). oo eeccvss.seeessse-csencttcane 43 60 
@laimsinecovered ese ceces sees rms (16) (11) 
Re-evaluation of 

recoverable claims................ (24) (43) 
Orel sprexchan @emersccs-ertreccscers (1) 
Balance at end! Of yeatiec..ccc-1--+.c-ees 28 25 


Of the $43 million in claim payments made during 
1997, 95% were related to the short-term program. The 
largest concentrations of claim payments and recoveries 
were in the following countries: 


1997 1996 





Claims Claims Claims Claims 
paid recovered paid recovered 





(in millions of dollars) 





UES eee eenen oe mere 25 5 16 3 
@anadatic.ctrsaatenes: TE B 5 | 
IMIGXaC Osteen ateeeren ec tace 3} 1 

BranGe ieee cscstec cscs 2 ] 

@hinlaivs aeeseers wereces tees 1 

GUD alec seasstveesecceseees- 20 3 
Brazil eer ee ere ees a 
Spaliiersess-<aszeecerecor. 4 
@therseccescee ses 5) 6 11 4 
Motall sence. pcseteac nets 43 16 60 11 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


AS AT DECEMBER 31, 1997—Continued 


Mle 


We 


During the year, changes to the allowance for claims on 
insurance and guarantees were as follows: 


1997 1996 
(in millions of dollars) 
Balance at beginning of year........... 240 204 
Provision for claims on 
MIMS UM ANG Cy ecteeeaeeee ce eeeceeece sees, 59 68 
Provision for loan guarantees ...... 52 12 
Re-evaluation of 
recoverable claims.................+ (24) (43) 
Pomel om CXCHAN OC ce.ceeeea2c.erae-2eees 9 (1) 


Balance at end of year..................6. 336 240 


Provision for credit losses 


The composition of the provision for credit losses is as 
follows: 





Provision for losses on loans ........... 184 190 
Provision for claims on 

ITISUIR AT CC leeeetee moe ee aac ecearececceees 59 68 
Provision for loan guarantees .......... 52 12 








Loans payable 


The Corporation issues debt instruments in world capital 
markets. Short-term payables represent liabilities of the 
Corporation that are issued with maturities under one year. 
Long-term debt instruments are issued by the Corporation 
in Canadian dollars, U.S. dollars and other currencies. The 
Corporation utilizes currency swaps to convert foreign 
denominated fixed rate notes primarily to U.S. dollars. 
Interest rate swaps are principally utilized to convert fixed 
rate instruments to floating rates primarily related to 
LIBOR. Derivative contracts and structured notes are used 
to minimize the cost of capital and are also used for 
asset/liability management purposes. 


Loans payable are comprised as follows: 


1997 1996 





Loans Interest Loans Interest 
payable expense payable expense 





(in millions of dollars) 





Short-term payables ...... 2,120 a3) 853 Sy 
Long-term payables 
—due within 
CUMPEME Weare... ee 2,005 724 
—over one yeat.......... 5,383 428 6,103 385 
Sub-total 9,508 481 7,680 437 


Plus: unamortized 
discounts and 





premiums ......... 14 11 
detentals esse suue.r 34 44 
Total loans payable ....... 9,556 C35 
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Discounts and premiums are related to the issue of long- 
term debt and swaps. Deferrals include gains and losses 
incurred upon debt repurchases and swap unwinds. 


Accrued interest reflects the corporate cash flow 
obligation. It can be broken down into its component parts 
as follows: 


1997 1996 
(in millions of dollars) 
SHOMmeterniprecnt yas toe ee 13 4 
Long-term 
SDC DEISGUGC mx eereree seccresee tence 313 229 
5 Wal) COMMACS nanesceteseeseedonsres (223) (139) 
Totallacemiedsinterest...c..c.-e- esses 103 94 


The accrued interest for the above swap contracts is 
presented on a net basis. 


EDC has entered into a number of structured notes as 
part of its funding program. Structured notes are hybrid 
securities that combine fixed income products with 
derivative components. 


Structured notes outstanding, included in loans payable, 
are as follows: 








1997 1996 
(in millions of dollars) 

Bauityande salimkedtccsra.scereaterenet 502 467 
Dual currency... 923 1,034 
SGP aU Pi sececesecsnessctsssseeestndenscansvetassacers 300 209 
Callable/extendibletecrssees se rsee ere 166 78 
Othe races eerste cons stecsusaeedesoeeevs 171 163 
otal ess ccrpees een corse suessuceziaseoceereets 2,062 Osi 








NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


The Corporation has executed swap contracts to remove 
market risk on these structured borrowings. These contracts 
ensure that EDC will receive proceeds from the swap to 
meet the requirements of settling and servicing the debt 
obligation. The Corporation has synthetically created 
floating rate debt. In swapping out of the underlying bond 
issue, the potential market risk has been converted to credit 
risk. Credit risk is managed by dealing with counterparties 
evaluated as creditworthy, through management limits to 
counterparties and other credit mitigation techniques. 
Credit exposure on derivative financial instruments is 
further discussed in Note 16. 


13. Loans payable maturities 


Loans payable and related notional swap amounts 
mature as follows: 





























1997 1996 
Swap Yield* 
Year of maturity Issues contracts Net (%) Net 
(in millions of dollars) 
Fixed rate issues 
270 
1,928 (WIPED) al 6.88 687 
1,119 (333) 786 6.99 753 
ihecy he (1,033) 286 8.74 273 
530 (530) 
720 (577) 143 7.81 137 
BOOS tO OOW RS een czacscrecsensecce 988 (841) 147 8.75 141 
200 Brands DEYOUNG eeccsssaeaseseses2-< 314 (60) 254 8.31 244 
SUb-tOUAl Pr esessee-castteonrascsneeree 6,918 (4,591) 2,320 8.29 2,505 
Floating rate issues 
OY eecrescre cope tecetece a Oro Ceo 1,307 
L998 et.. teesssecre 2,120 1,294 3,414 1,159 
1999 eReees 78 396 474 632 
2000 reeeresavcrness 8 1,027 1,035 520 
DOOM eeieeeee case Th 518 589 345 
DOOD iecsccrsresees= 584 584 44] 
2003 to 2007 164 860 1,024 ih 
DO0S AndiDey ONC errcscrentcescesces- 61 61 
Substotalesssmiemecsesresscnertes 2,441 4,740 7,181 5.66 SRG) 
Vieoteal pe spteeeee iucssecnstec-novsresncstectanees O359 149 9,508 7,680 


SNe Eee eee 


*Refers to yield to maturity for fixed rate issues, and yield to reset for floating rate issues. 


Credit exposure and other details on swap contracts are 
included as part of Note 16. 


14. Share capital 


The authorized share capital is $1.5 billion consisting of 
15 million shares with a par value of $100 each. The 
number of shares issued and fully paid is 9.8 million 
(1996—9.8 million). No shares were issued in 1997 
(1996—1.3 million). 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


15. Foreign currency balances 


The Corporation has substantial assets and liabilities in 
U.S. dollars and in other currencies. In addition, the 
Corporation has derivative financial instruments 
denominated in various currencies. The purpose of these 
derivative financial instruments is to minimize the cost of 
capital and optimize yields for the Corporation, while 
sustaining prudent levels of risk. 


The following chart shows where the Corporation has 
created synthetic debt and asset positions through such 
instruments and the resulting net foreign currency exposure 
(expressed in Canadian equivalent dollars). 











1997 1996 
Assets Liabilities 
Gross DB*: Net Gross JD FA Be Net Exposure Rate Exposure Rate 
(in millions of dollars) 
European Currency Units... us) (6) 23 23 ilesyfllg) 15 17219 
British Pounds 244 244 (631) 403 (228) 16 2.3472 9 2.3454 
Deutsche Marks 388 388 (413) 11 (402) (14) 0.7944 (53) 0.8900 
RUSS Do llarse-n- etre 8,690 406 9,096 (6,390) (2,716) (9,106) (10) 1.4291 163 1.3696 
Micalianplei ans senescence (163) 162 (1) (1) 000808 (2) 0.0009 
SWISS HEANCS.,,..000.--- 0.9777 (1) 1.0232 
Australian Dollars 13 (13) (424) 424 0.9315 1.0886 
ya panleS@ mic Urecaye see 5) (4) 1 (292) 291 (1) 0.01095 0.0118 
New Zealand Dollars......... (49) 49 0.8294 0.9690 








* “Derivative Financial Instruments” includes currency swaps and foreign exchange contracts. See Note 16. 


The Corporation incurred a foreign exchange gain of 
$7.8 million in 1997 (1996—gain of $11 million). This 
amount is included in interest expense. 


16. Derivative financial instruments 


The Treasury Division actively manages EDC’s 
exposure to market risk through the use of derivative 
financial instruments held for non-trading purposes. EDC 
utilizes a variety of these instruments to manage funding 
costs, investment returns, and to implement asset/liability 
management strategies in order to minimize market risks in 
EDC’s portfolios. The credit risk in these instruments is 
managed in accordance with guidelines established in the 
Treasury Risk Management Department and approved by 
the Board of Directors. 


EDC currently uses, but is not limited to, the following 
types of instruments: 


Interest rate swaps—transactions in which two parties 
exchange interest flows on a specified notional amount on 
predetermined dates for a specified period of time using 
agreed upon fixed or floating rates of interest. Notional 
amounts upon which interest payments/receipts are based 
are not exchanged. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


Currency swaps—transactions in which two parties 
exchange currencies at inception and at maturity, as well as 
interest flows on the exchanged amounts on predetermined 
dates for a specified period of time using agreed upon fixed 
or floating rates of interest. 


Equity index swaps—transactions used to eliminate 
exposure to movements in an equity index on a debt issue 
undertaken by the Corporation. Two counterparties agree 
to exchange payments, one of which represents the 
percentage change in an agreed upon equity index and the 
other a short-term interest rate index. The principal may 
either resemble an interest rate swap, in that no exchange 
of notional amounts occurs, or a currency swap, in which 
currencies will be exchanged at both inception and 
maturity. 


Foreign exchange contracts—commitments to purchase 
or sell foreign currencies for delivery at a specified date in 
the future at a fixed rate. 


Forward rate agreements—a short-term contract between 
two counterparties locking in an interest rate for a specified 
period, notional amount and interest rate index, starting on 
a specified date in the future. 


Futures—future commitments to purchase or deliver 
money market instruments on a specified future date at a 
specified price. The instruments are obligations between 
the Corporation and the organized exchange upon which 
the contract is traded. 


Options—contracts which grant the right, but not the 
obligation, to purchase a financial asset at a specified price 
during a specified period. 


In any transaction there are always inherent risks of loss. 
These risks are classified as (1) credit risks, wherein the 
counterparty fails to perform an obligation as agreed upon 
causing the other party to incur a financial loss, or (2) 
market risks, where an exposure exists as a result of 
changes in foreign exchange rates and/or interest rates. 


The Corporation manages its exposure to credit risk by 
dealing only with financial institutions having original 
credit ratings of A for terms of three years and under, and 
AA for terms greater than three years. Internal policies and 
procedures establish credit approvals, controls and 
monitoring. The Corporation does not anticipate any 
significant non-performance by the counterparties. 


Credit impairment in the derivative financial 
instruments, marketable securities and investments has 
been estimated not to exceed $20 million. Accordingly, an 
allowance for credit risk of $20 million (1996— 
$20 million) has been established. This amount is included 
in accounts payable. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


Interest rate, currency swap and foreign exchange 
contracts entered into by the Corporation with contractual 
or notional principal amounts outstanding as at 
December 31, 1997 are listed below. 














: 1997 1996 
Remaining term to maturity 
Under 1 to3 3 to5 Over 
one year years years 5 years Total Total 
(in millions of dollars) 
GUimeNn Cys SWAPS. tarccercescysverest ests seas 894 1,284 674 595 3,387 2,684 
Intenes trate Swap sisesscnttcessc.se-stt-e: =: IR SItS33) 433 500, 550 2,616 2,514 
Foreign exchange contracts.............. 897 897 1,007 
Mo talrallis w aps imeeece.crecies--veissckees vats 2,924 Aly 1,174 1,085 6,900 6,205 
ee ee ee eee eee 
Fair value of swaps 
OSI GR ceee.neuce tresses reser tees teeta 39 132 44 104 319 304 
ING Bath Ves westec stat feast esrocseceetes 100 104 23 17 244 105 


moos 
C—O ———____—_ 


Swaps that have a positive fair value are those contracts 
which, if settled immediately, would result in a gain. 
Conversely, immediate settlement of a swap with a 
negative fair value would result in a loss. 


17. Fair value of financial instruments 


The chart below outlines the book values and the fair 
values of the Corporation’s financial instruments. As with 
any estimate, uncertainty is inherent due to the 
unpredictability of future events. In the case of estimating 
the fair value of the Corporation’s financial instruments, 
this uncertainty is multiplied due to the large number of 
assumptions used, and in the wide range of acceptable 
valuation techniques. Estimates of fair values are based on 
market conditions at a certain point in time, and may not be 
reflective of future market conditions. Thus, the estimates 
of the value of financial instruments outlined below do not 
necessarily reflect the actual values that may occur should 
the instruments be exchanged in the market. It is not the 
Corporation’s intent to settle these items in the market 
before they mature. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


The aggregate of the estimates of the fair value of the 
financial instruments presented below does not reflect an 
estimate of the underlying value of the Corporation. 


1997 1996 
Book Fair Book Fair 


BALANCE SHEET ITEMS value value value value 





(in millions of dollars) 


Cash and marketable 











securities 
Fixed rate securities............. 579 584 284 288 
Floating rate securities......... 947 947 768 765 
WniWestents 2s -etarsscesecesstencressanse 414 430 407 423 

Loans receivable 

Performing fixed rate........... 4,939 5,599 4,187 4,483 
Performing floating rate ...... 4,426 5,191 3,551 3,894 
Nnvapare Cit vecest eracescvseesnsecescee 466 466 484 484 
Accounts payable ............00 84 84 80 80 

Loans payable 
xe diate s,receet eer oneeeteecess: DBP ainsi PSU'S) 2,593 
loatin Siaate evecare easeee Te ltshil 7,181 5,269 5,269 
1997 1996 
OFF-BALANCE Fair Fair 


SHEET ITEMS Notional 


value Notional value 





(in millions of dollars) 


Currency swap contracts...... 3,387 (34) 2,684 119 
Interest rate swap 

GOMUTACIS Hs ,.cceeevececesssedcasss 2,616 113 2,514 89 
Foreign exchange 

COMMAGIST se teeersnrenceoeowrees 897 (4) 1,007 (9) 
Undisbursed loan 
commitments 

Rub MetelngIS) or cerPecencoreenceeones 2,459 PAS: n/a n/a 

Bloating rate <.c--..0.ss00: 3,354 30 n/a n/a 








The fair value of securities with an original maturity of 
more than one year is based on quoted market prices. For 
securities with an original maturity of less than one year, 
the face value has been used as an estimate of fair value. 


In order to estimate the fair value of its performing loans 
receivable, the Corporation separates its loans into risk 
pools and calculates the net present value of cash flows of 
principal and interest. The discount rate for the fixed rate 
portfolio is derived by taking the base rate, U.S. Treasuries 
for U.S. dollar fixed rate cash flows, for example, to which 
a spread for credit risk is added for each credit pool. The 
discount rate for the floating rate portfolio is derived 
similarly by adding to the base rate a spread for credit risk 
depending on the grade of credit. The fair value of 
undisbursed loan commitments is estimated using the same 
methodology used in the performing loans receivable 
estimate. The notional values reported are the expected net 
loans receivable to be disbursed under these commitments. 
Comparative fair values of undisbursed loan commitments 
for 1996 have not been provided due to the lack of 
availability of data. 


18. 


WS) 


The estimate of the fair value of fixed rate loans payable 
and investments uses a discounted cash flow approach with 
current market rates. Variable rate loans payable and 
investments reprice frequently and the carrying value 
approximates the fair value. 


The nature of accounts payable is that they have a 
relatively short duration. Thus, the fair value of accounts 
payable is estimated to be equal to their book value. 


The estimate of the fair value of the foreign exchange 
contracts is carrying value. Currency swap contracts and 
interest rate swap contracts use a discounted cash flow 
approach. 


Related party transactions 


The Corporation enters into transactions with other 
government departments, agencies and Crown corporations 
in the normal course of business. 


During 1997, the Corporation received from the 
Government of Canada $17 million (1996—$101 million) 
for principal pursuant to debt relief arrangements. In 
addition, the Corporation has loans receivable of 
$149 million and undisbursed commitments of 
$1,351 million, for which it has recourse to the 
Government of Canada in the event of a loan default. 


Canada Account transactions 


Pursuant to the Act, the Minister for International Trade, 
with the concurrence of the Minister of Finance, may 
authorize the Corporation to undertake certain financial and 
contingent liability transactions. These transactions and 
legislative authorities which underlie them have come to be 
known collectively as the “Canada Account”. The Board of 
Directors is only responsible for the management and the 
administration of the program. Accounts for the program 
are maintained separately from the Corporation’s accounts 
and are consolidated annually as at March 31 with 
the financial statements of the Government of Canada, 
which are reported upon separately by the Auditor General 
of Canada. The assets under the Canada Account, mainly 
loans receivable and accrued interest and fees recorded in 
accordance with the accounting policies and practices 
approved by the Government of Canada, amounted to 
$2,941 million at December 31, 1997 (1996— 
$2,899 million). 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Concluded 


20. 


The Act allows the Canada Account to have outstanding 
loans and commitments to foreign borrowers, and liabilities 
under contracts of insurance and other agreements up to a 
maximum of $13 billion. The position against this limit, 
determined in accordance with the requirements of the Act, 
is $5,565 million (1996—$4,165 million). Reinsurance of 
$64 million has been deducted from the insurance policies 
in force. 


The Corporation retained $19 million (1996— 
$17 million) from Canada Account receipts and recoveries 
to meet expenses and overhead related to Canada Account 
transactions. 


Reclassification of comparative figures 


Certain 1996 comparative figures have been reclassified 
to conform with the presentation adopted in 1997. 
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FARM CREDIT CORPORATION 


MANAGEMENT?’S RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The accompanying financial statements of Farm Credit 
Corporation and all information in this annual report are the 
responsibility of the Corporation’s management and have been 
reviewed and approved by the Board of Directors. The 
financial statements include some amounts, such as the 
allowance for credit losses and the valuation of real estate 
acquired in settlement of loans, that are necessarily based on 
management's best estimates and judgement. 


The financial statements have been prepared in accordance 
with accounting principles which are generally accepted in 
Canada. Financial information presented elsewhere in the 
annual report is consistent with that contained in the financial 
statements. 


In discharging its responsibility for the integrity and fairness 
of the financial statements, management maintains financial 
and management control systems and practices designed to 
provide reasonable assurance that transactions are authorized, 
assets are safeguarded and proper records are maintained. The 
system of internal control is augmented by internal audit which 
conducts periodic reviews of different aspects of the 
Corporation’s operations. 


The Board of Directors is responsible for ensuring that 
management fulfills its responsibilities for financial reporting 
and internal control. The Board of Directors exercises this 
responsibility through the Audit Committee, a committee 
which is composed of Directors who are not employees of the 
Corporation. The Audit Committee meets with management, 
the internal auditors and the Auditor General of Canada on a 
regular basis, and the auditors have full and free access to the 
Audit Committee. 


The independent auditor, the Auditor General of Canada, is 
responsible for auditing the transactions and financial 
statements of the Corporation and for issuing his report 
thereon. 


John J. Ryan 
President and Chief Executive Officer 


Moyez Somani 
Chief Financial Officer 


Regina, Canada 


A-222 


AUDITOR’S REPORT 
TO THE MINISTER OF AGRICULTURE AND AGRI-FOOD 


I have audited the balance sheet of Farm Credit Corporation 
as at March 31, 1998 and the statements of operations and 
retained earnings/(deficit) and changes in financial position for 
the year then ended. These financial statements are the 
responsibility of the Corporation’s management. My 
responsibility is to express an audit opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at March 31, 1998, and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Farm Credit Corporation Act and the by-laws 
of the Corporation. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
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BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 


a aa\—sSS—— SS s—ww—wwvsSDM_x—_ma 4 ———————— 














ASSETS 1998 1997 LIABILITIES 1998 1997 
Cash and short-term investments NISA investments held (Note 8) .........ccce0000 93,754 Nesey 
(NOTRE eee Serer oe ee oe tee 237,605 241,014 Accounts payable and accrued liabilities....... 19,748 PHS /E) 
Accounts receivable and other SNOTETEDM MOtes (INGLE O)iemnerceteresresr ares 945,658 747,667 
ACEIMC CY ASSCUS erates te sesteree eeaescxereseeece 44,158 28,928 Other liabilities and deferred fees 
Long-term investments (Note 4)....... 149,613 79227 CNote TO). te totarecs.teseoneensteaesoi tee tere dcteee 35,080 18,273 
Loans receivable (Notes 5 and 6) 5,136,138 4,521,604 oans payable (Note Ulh\eccremesceeeecvereare 4,062,676 3,753,877 
Real estate acquired in settlement of 5,156,916 4,564,742 
loans (NO (ey7)) 2 ae eae eres eee 123,481 139,629 
Equipment and leasehold improvements.... 15,208 12,065 BOUIIY 
Capitali(Notes andl) esc eeaeeeeene es 507,725 1,118,333 
Retained earnings/(deficit) (Note 12) ............ 41,562 (660,608) 
549,287 457,725 
5,706,203 5,022,467 5,706,203 5,022,467 








The accompanying notes are an integral part of the financial statements. 
Approved: 


DONALD W. BLACK 
Chair, Board of Directors 


WARREN ELLIS 
Chair, Audit Committee 
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STATEMENT OF OPERATIONS STATEMENT OF CHANGES 






































AND RETAINED EARNINGS/(DEFICIT) IN FINANCIAL POSITION 
FOR THE YEARS ENDED MARCH 31 FOR THE YEARS ENDED MARCH 31 
(in thousands of dollars) (in thousands of dollars) 
1998 1997 1998 1997 
Interest income Operating activities 
EQ ANS LECCIVADIO™ mrwmeceesecerterserearersere 408,237 406,351 Net income ex eseee ce thane erasers sarees 41,562 40,594 
INVEStMERE IMC OME aacaecnasecstetserecescrces 22,762 13,420 Items not involving cash 
~ isi i Seeraeeees ; ak 
130989 19,7 Ee ee cman 
A pe eager ae oR cae Se ig ee eich ee. (24,648) 6,243 
INGHINTSTESL ANC OMEC seerensccneseceaseeemeeesee ser ess 134,142 141,718 Change in accrued interest 
Provision for credit losses (Note 6)......... 18,748 23,986 PAVADLE eerste wesee-eencmmeccnersers 33,015 (1,058) 
: ; See : Other nee cAdivccstetcenscentest eeteeces 11,356 22,043 
Net interest income after provision for 
Credit lOSSES meyes-caves-teteee eames ener 115,394 ETB. Cash provided by operating 
a ee ; ACULVIDES Hac nee tecrecee toe eae eens cocaine 80,033 91,808 





Lease and real estate income ; Sees 
Investing activities 





























ee ane PA Long-term investment.....:..:sesseee (71,894) (18,042) 
oe = a OTIC ER a ae (een Loans receivable disbursed...........:...0 (1,504,200) — (1,342,900) 
ae ceca tae : : ia Loans receivable repaid...........c0e000- 870,697 704,275 
Net lease and real estate income......... 13,007 7,075 Change in real estate held................... 16,148 13,839 
; — Other A coe cacsserrstcrmtnncemess 15,010 (9,051) 
Other incomier ree corer eisceiPiiserercece ss 9,464 6,519 
; = Cash used in investing activities............. (674,239) (651,879) 
Income before other expenses................+ 137,865 131,326 
Other expenses Financing activities 
Administrative CXPCUSESH ane ee 90,078 84.104 Loans repaid to Canada) vecscecacseveaseene (503,963) (134,014) 
frcome aes (NO aie 6.225 6.628 Loans from capital markets ................ 1,014,311 808,139 
= - — Loans repaid to capital markets.......... (243,744) (378,136) 
Other expenses ..........escesecseeecsessereeees 96,303 90,732 Inereasevinveapital sce eer 50,000 
7 = Change in short-term notes............0.+. 197,991 291,298 
Net income for the yea .......:ssssesseseeee 41,562 40,594 Change in NISA investments held...... 76,202 17,552 
Deficit, beginning of the year ...........0..0+ (660,608) (698,502) Dividends paid ........-ssessseesesseeeeeens (2,700) 
Reallocation of contributed capital to Cash provided by 
Het a Pl aera oes financing activities ........:scssseseeee 590,797 602,139 
Dividends (Noted) cess. seseetrereren nereae (2,700) 








(Decrease) increase in cash and short- 


Retained earnings/(deficit), PERMA VESTIMENIS cecustereeceeteer reer (3,409) 42.068 
endiofi the -yeankicmss...eseceeescesmeeeteer 41,562 (660,608) @ash andshor-tenmanvectoacuts: 


The accompanying notes are an integral part of the financial statements. beginning of the year..................+..-.-. 241,014 198,946 








Cash and short-term investments, 
endvafitheveareese seen set 237,605 241,014 


The accompanying notes are an integral part of the financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
1. The Corporation 2. Significant accounting policies 


(a) Authority and objectives (a) Investments 


Farm Credit Corporation (the Corporation) was 
established in 1959 by the Farm Credit Act as the 
successor to the Canadian Farm Loan Board and is an 
agent Crown corporation named in Part I of Schedule 
III to the Financial Administration Act. 


On April 2, 1993, the Farm Credit Corporation Act 
was proclaimed into law and replaced the Farm Credit 
Act and the Farm Syndicates Credit Act, both of which 
were repealed. The Act continues the Farm Credit 
Corporation with its corporate office in Regina, 
Saskatchewan, under an expanded mandate that 
includes broader lending and administrative powers. 


The Corporation’s role is to enhance rural Canada by 
providing specialized and personalized financial 
services to family farms and those businesses in rural 
Canada that are related to farming. Additionally, the 
Corporation delivers specific programs for the 
Government of Canada on a cost-recovery basis. 


(b) Capital 


Capital of the Corporation consists of capital 
contributions made by the Government of Canada net 
of a reallocation to eliminate the accumulated deficit 
approved effective March 31, 1998. Further details 
regarding this reallocation are described in Note 12. 


As of March 31, 1998, capital payments received from 
the Government of Canada amounted to 

$1,168 million (1997—$1,118 million). The statutory 

limit for that same period was $1,175 million (1997— 
$1,125 million). 


(c) Dividends 


No dividends were declared or paid in the current year 
(1997—$2.7 million). 


(d) Limits on borrowing 


The Farm Credit Corporation Act restricts the total 
direct and contingent liabilities to 12 times the equity 
of the Corporation. This limit can be increased to 

15 times the equity with the prior approval of the 
Governor in Council. 


At March 31, 1998, the Corporation’s total liabilities 
were 9.4 times the equity of $549.3 million (1997— 
10.0 times the equity of $457.7 million). 


* Farm Credit Corporation 


Investments comprise the balance sheet categories of 
short-term investments and long-term investments. 
Interest income, gains and losses on disposal, 
amortization of premiums and discounts and write- 
downs to market value are reported in investment 
income. 


Short-term investments are acquired primarily for the 
purposes of liquidity and are intended to be held for 
less than one year. Short-term investments are carried 
at cost. However, where the market value has declined 
significantly, short-term investments are written down 
to market value. 


Long-term investments are securities with terms to 
original maturity in excess of one year. These 
investments are acquired primarily for the purposes of 
asset/liability management and for the management of 
funding opportunities in advance of cash requirements. 


Long-term investments which were acquired for 
asset/liability management are carried at cost adjusted 
for the amortization of premiums or discounts over the 
term to maturity. When there has been a decline in 
value that is other than temporary, the carrying value 
is appropriately reduced. Gains and losses on the 
disposal of these investments are included in current 
year income. 


Long-term investments which were acquired for the 
management of funding opportunities in advance of 
cash requirements act as hedges against changes in 
future borrowing rates. These investments are carried 
at cost adjusted for the amortization of premiums or 
discounts over the term to maturity. When there has 
been a decline in value that is other than temporary, 
the carrying value is appropriately reduced. To 
estimate the true cost of funding, gains and losses on 
the disposal of these investments are amortized on a 
straight-line basis and applied to interest expense over 
the life of the related funding instruments. 


(b) Loans receivable 


Loans receivable is stated net of the allowance for 
credit losses. 


Loans are classified as impaired when, in 
management’s opinion, there is no longer reasonable 
assurance of the timely collection of the full amount of 
principal and interest. In addition, any loan where a 
payment is 90 days past due is classified as impaired 
unless the loan is well secured and in the process of 
collection. 
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Interest income is recorded on the accrual basis until 
such time as a loan is specifically classified as 
impaired. When a loan is specifically classified as 
impaired, the carrying amount is reduced to its 
estimated realizable amount. All payments on the loan 
are credited against the recorded investment in the 
loan. Changes in the estimated realizable amount 
arising subsequent to initial impairment are reflected 
as an adjustment to the provision for credit losses. The 
loan reverts to accrual status when all provisions for 
credit losses are reversed and, in management’s 
opinion, the ultimate collection of principal and 
interest is reasonably assured. 


Loan fees received as compensation for the alteration 
of lending agreements are considered an integral part 
of the yield earned on the loans. Such loan fees are 
amortized to interest income over the average 
remaining term of the loans. Other loan fees are 
recorded as other income on the same basis as the 
related costs. 


Allowance for credit losses 


The allowance for credit losses represents 
management’s best estimate of credit losses on its 
loans receivable in the light of current trends. It has a 
specific and a general component. 


Based on a loan-by-loan review, the specific 
component is established to value impaired loans at 
the lower of their recorded investment or the estimated 
realizable amount of their underlying security. 
Estimated realizable amounts are determined as the 
fair value of the underlying security of the loans, 
taking into account the estimated time and costs 
required to realize the security. 


The general component, which is prudential in nature, 
is established in respect of loans for which impairment 
has not been specifically identified. In establishing the 
general component of the allowance, management 
models historic portfolio migration trends and loss 
percentages and applies them to loans receivable 
balances categorized into risk pools. As a single 
industry lender, the Corporation is particularly subject 
to adverse economic trends and other risks and 
uncertainties affecting agricultural regions and sectors. 
Accordingly, in establishing the general component of 
the allowance, management also considers the impact 
of specific factors, such as land value trends, economic 
trends, federal and provincial government programs, 
commodity prices and climatic conditions. Since 
future agricultural and economic conditions are not 
predictable with certainty, actual loan losses may vary 
from management’s estimate. 


(d) 


(e) 


(f) 


The allowance is increased by provisions for credit 
losses and reduced by write-downs on real estate 
acquisitions and loan write-offs net of recoveries. 


Real estate acquired in settlement of loans 


Real estate, whether held for the production of income 
through leasing or held for sale, is initially recorded at 
the lower of the recorded investment in the foreclosed 
loan and the fair value of the underlying security at the 
time of acquisition. The fair value of the security is the 
amount which could be realized in an arm’s-length 
disposition considering the estimated time required to 
realize the security, the estimated costs of realization 
and any amounts legally required to be paid to the 
borrower. 


Subsequent to acquisition, real estate leased for the 
production of income is carried at the value recorded 
on acquisition and is not written down for declines in 
the estimated fair value unless they are significant and 
permanent. 


The carrying value of real estate held for sale is 
adjusted to reflect significant decreases in the 
estimated fair value subsequent to acquisition. 


Lease and other revenues from real estate are recorded 
when earned. Gains and losses arising from the 
disposal of real estate are included as a component of 
lease and other revenues. 


Equipment and leasehold improvements 


Equipment and leasehold improvements are recorded at 
cost less accumulated amortization. Amortization is 
provided over the estimated useful lives of the 
equipment and leasehold improvements using the 
following methods and terms: 





Methods Terms 
Office equipment Declining 
and furniture balance 20% annum 
Computer equipment Straight- 
and software line 3 years 
Leasehold Straight- Lease term plus 
improvements line the first renewal 


option 


Capital leases 


Leases that transfer substantially all of the benefits and 
inherent risks of ownership of the leased property to 
the Corporation are capitalized by recording the 
present value of the lease payments as assets and 
liabilities. The leased property is then amortized to 
income (using the straight-line method) over its 
estimated useful life which in most cases will 
correspond to the lease term. Lease payments are 
recorded partly against the amount of the obligation 
and partly to interest expense. 
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NOTES TO FINANCIAL STATEMENTS—Continued 
(g) Translation of foreign currencies 


| 

Loans receivable/payable and interest 
receivable/payable in foreign currencies are converted 

| into Canadian dollars at rates prevailing on the balance 
sheet date. Interest income and expense denominated 

| in foreign currencies are translated into Canadian 
dollars at the average month-end exchange rates 

} prevailing throughout the year. Exchange gains or 

| losses arising from the translation of foreign 

denominated debt and interest expense are reported net 

| of the exchange gains and losses on the related 

currency exchange agreements and are included as a 

| component of interest expense. 


{ (h) Loans payable 


The difference between the ultimate amounts payable 
(at the initial exchange rates if the loans payable are 
denominated in foreign currency) and the cash 
proceeds of debt issues are amortized on a straight-line 
basis and applied to interest expense over the lives of 
the obligations. 


Interest settlement amounts for loans with equity- 
linked interest are estimated using the related index 
level as at the balance sheet date and included in 
accrued interest. Changes in the estimated settlement 
amounts during the year are included as a component 
of interest expense. 


(i) Derivative financial instruments 





In order to manage its exposure to currency and 
interest rate risks, the Corporation uses various types 

7 of derivative financial instruments such as currency, 
interest rate and equity-linked swaps, forward rate 
agreements and interest rate options. These 
instruments include contracts designated and effective 
as hedges as well as asset/liability contracts which 
alter the Corporation’s overall interest rate profile. The 
Corporation does not use derivative financial 
instruments for speculative purposes. 


Currency exchange agreements 


Amounts receivable or payable under currency 

} exchange agreements are disclosed separately from the 
related foreign currency denominated loans receivable 
or debt and are translated into Canadian dollars at rates 
prevailing on the balance sheet date. The translated 
amounts are disclosed net of any amounts payable or 
receivable in Canadian dollars under these contracts. 
The net balance is reported as a component of 
accounts receivable and other accrued assets or other 
liabilities and deferred fees. 
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Currency exchange gains and losses arising from 
currency exchange agreements are included in current 
income as a component of interest expense. The cost 
of these agreements is amortized on a straight-line 
basis over the life of the contract and the amortization 
is reflected in interest income or expense. The 
unamortized balance is included as a component of 
accounts receivable and other accrued assets or other 
liabilities and deferred fees. 


Interest rate agreements 


Periodic payments arising under swap and forward 
contracts are accounted for on an accrual basis with 
net accrued interest receivable or payable recorded as 
a component of either accounts receivable and other 
accrued assets or accounts payable and accrued 
liabilities. Premiums on the option contracts are 
amortized on a straight-line basis over the lives of the 
underlying instruments and reported as an adjustment 
to interest income or expense. Realized gains or losses 
from interest rate options are deferred and recognized 
in income over the lives of the hedged positions as an 
adjustment to income or expense of the hedged item. 


(j) Pension and other post-retirement employee benefits 


Employees participate in the Public Service 
Superannuation plan administered by the Government 
of Canada. The Corporation matches employees’ 
contributions for current or prior service. These 
contributions are expensed during the year in which 
the services are rendered and represent the total 
pension obligations of the Corporation. 


Upon retirement, employees under the age of 65 are 
entitled to basic life insurance coverage. The 
Corporation recognizes the premium costs as incurred. 


(k) Employee termination benefits 


(1) 


On termination of employment, employees are entitled 
to benefits provided for under their terms of 
employment. The liability for these benefits is 
recorded as the benefits accrue to the employees or 
settlements are reasonably determinable. 


Income taxes 


The Corporation follows the tax allocation method of 
providing for income taxes. The cumulative 
differences between tax calculated on such a basis and 
taxes currently payable are essentially timing 
differences and result in deferred income taxes. The 
Corporation has deferred income tax benefits which 
have not been recorded and will only be recognized 
when realized. 
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3. Cash and short-term investments 5. Loans receivable 
Effective Stated 
interest interest rate 1998 1997 
pete ——— eee: Z = ee % (in thousands of dollars) 
% (in thousands of dollars) Pare 
Principal amounts 
(CASH esses emer MO 15,563 due secured by 
Short-term —mortgageS.......... 5.00-15.00 4,553,756 4,026,951 
investments............. 4.08-5.05 2NG;572 223,831 ——<GHATtEIS 22. seseseocs-ee 5.00-12.40 579,044 408,451 
Accrued interest ........... 1,300 1,620 NOLES ss. sesckncstvncses 5.00-14.00 82,341 156,250 
237,605 241,014 5,215,141 4,591,652 
Accrued interest and 
fees, net of 
Short-term payments held ........ 71,364 70,090 
os 5,286,505 4,661,742 
consist of 
instruments Recorded investment 
with maturities in impaired 
of less than one loans secured 
year, issued by by 
The Government —mortgages............ 25,187 18,851 
of Canada and —Ghattelsix-Aie ins 5,249 3,840 
its agencies SOLES ea eraser eacare 1,897 ZU 
and @rowns......... 80,051 145,139 32,333 25,262 
Others Aes 136,521 78,692 - 
= _ —— Less: Allowance 
216,572 223,831 for credit losses 
GNote(G) esas (182,700) (165,400) 
5,136,138 4,521,604 
Other investments consist of short-term instruments FA) 
issued by the governments of the provinces of Canada, or a es 
short-term instruments issued by institutions with credit impaired 2 
ratings of R-1M or higher. As at March 31, 1998, the loans) due 
largest total investment in any one institution was within 
$28.7 million (1997—$25.0 million) and the Corporation fe uur ot aS, aes 
: beatles WT we SUV EATS eee caren ese ceees 3,019, 21, 
held investments in eight separate institutions (1997—four OL yea 104.907 355.062 
institutions). 
5,215,141 4,591,652 
4. Long-term investments 
Stated Management estimates that annually, over the next three 
interest years, between four and five per cent (1997—three and six 
ae __1998 1997 per cent) of the current principal balance will be prepaid 
% (in thousands of dollars) before the contractual due date. 
Amounts due within a 
1 yearneenre eee 6.25-6.50 50,000 41,500 As at March 31, 1998, $2.4 million (1997— 
1-5 years....... a 5.50 80,000 15,000 $2.3 million) of loans receivable were denominated in a 
Over 5 years........+.+: 9.00 ‘15,000 18,500 foreign currency (USD). These loans are fully swapped 
145,000 75,000 into Canadian dollars. 
Unamortized : 
aemien 6. Allowance for credit losses 
and discount........... B397) 3,150 
"y 199 
Accrued interest.......... 1,256 1,077 es sil 
‘ : in th f 
149.613 99.227 (in thousands of dollars) 
Balance, beginning of the year........... 165,400 143,700 
Write-offs, net of recoveries............... (1,448) (2,286) 
F : P Provision for credit losses ............028 18,748 23,986 
Long-term investments consist entirely of Government , 
of Canada bonds. Balances end/of the Weaterasraseanes 182,700 165,400 
Specie iallOwAanCe veccecessveessesasereetecons 8,200 7,800 
Generalsallo wane tancceste-cneveoneeessees 174,500 157,600 
Balance, end of the year..................05 182,700 165,400 
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As at March 31, 1998, the total recorded investment in 
loans receivable against which a specific allowance has 
been identified was $32.3 million (1997—$25.3 million). 
The general allowance was established against the 
remaining $5,287 million (1997—$4,662 million) 
investment in loans receivable. 


Real estate acquired in settlement of loans 


1998 1997 





(in thousands of dollars) 


Balance, beginning of the year.......... 139,629 153,468 
POC WISLUOUS Hee teceres se tease tere settee 2,767 3,913 
IDISPOSAIS 5 res teecate cre tecscectcessdsseotatecss (18,915) (17,752) 





Balance jendof the yeate s-..ss-.a-- 123,481 139,629 


Real estate under long-term lease maturing: 











WLU DIT NV ale eee ese, eemenne ty eer arenes. 482 195 
from 1-2 years 74,292 297 
AMONG PONV CALS 1 stessecuteesessusancote cn enetes 42,852 85,110 
MOMMA =A.) CALS scan cenescoseceeeaverse ate ses 2,234 48,327 
HROMAN=S) VOATS fees tesecccee eee sesedecase- a 699 ileal 
OVED Di VEAUS Ee ee cneenes cs caccecnsecsanesensatee 254 

120,559 135,704 
Realestate held for sales... 2,922 3,925 

123,481 139,629 


Real estate represents farm property acquired in the 
process of administering loans receivable. 


Real estate under long-term lease may be subject to 
renewal at the expiry of the original lease term. Leases 
reprice annually. 


Future expected lease receipts, using current lease rates, 
due within: 


(in thousands 














of dollars) 
SIV CAT eneeennrets dncsestcec tneedasatcssectecerectnctucsecetarenstenctect PO? 
raed) VOCALS Saat cadusace wehenscuceeusct een ashneseeeacee renee otoee sear 10,883 
22,855 
NISA investments held 
Stated 
interest 
rate 1998 1997 
% (in thousands of dollars) 
Net Income 
Stabilization 
Account 
investments 
Variable rate............. 4.09 87,169 15,009 
Senin Tate tscecscereereeee 3.25-6.00 4,568 2,369 
91,737 17,378 
Accrued interest ........... 2,017 174 
93,754 L552 


10. 


Subject to the terms and conditions of the 
“Federal/Provincial Agreement establishing the Net 
Income Stabilization Account (NISA) Program”, the 
Corporation may be required to refund at any time amounts 
eligible for withdrawal under the terms of the NISA 
program. 


In the fourth quarter of fiscal 1998, the Corporation 
announced its intention to withdraw as a participating 
financial institution under the NISA program. The Minister 
of Agriculture and Agri-Food granted approval for this 
withdrawal on March 31, 1998. As of April 1, 1998, the 
Corporation is no longer accepting deposits and it is 
anticipated that the transfer of the NISA investments to 
other financial institutions will be completed by March 31, 
1999. 


Certain costs are expected to be incurred as a direct 
result of the plan to withdraw. The Corporation has 
included $0.9 million as an estimate of these costs in 
current year administration expenses. 


Short-term notes 








Effective 
interest 
rate 1998 1997 
% (in thousands of dollars) 
Short-term notes 
payable within one 
AS tercerebenctotch oe Race 4.00-4.76 938,387 742,384 
AGCred interestsesssess azul 5,283 
945,658 747,667 
Other liabilities and deferred fees 


1998 1997 
(in thousands of dollars) 


Other liabilities and deferred fees 


consist of 
Agri-Land investment fund.............. 2,707 3,731 
Downpayments on real estate 

Sal Sirs cese cress cesee stan eatereraseocsersteese 492 626 
Provision for employee 

termination benefits .................... 4,933 5,500 
Obligation under capital lease 

(ON folve dW DY ieee eee sorcee ee eee a eae 744 
Net currency swap payable.............. 17,456 624 
MeferredMoanwtces eee scesce-estsseise=es 8,748 7,792 

35,080 18,273 


The Corporation may, through its equity-building lease 
program, lease real estate acquired in settlement of loans 
back to the former owner (the lessee). In addition to lease 
payments, the lessee accumulates funds over the term of 
the lease by making additional payments to the Agri-Land 
investment fund. Funds held in the Agri-Land investment 
fund earn interest at 3.00% (1997—3.25%). At the 
discretion of the lessee, these additional payments may 
then be applied against the purchase of real estate from the 
Corporation. 
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11. Loans payable 











Stated 
interest 
rate 1998 1997 
% (in thousands of dollars) 
Loans from Canada, 
secured by notes......... 6.29-10.21 1,477,048 1,981,011 
Loans from capital 
markets, secured 
by notes payable 
in 
Canadian dollars ......... 3.00-9.00 2,162,109 1,458,639 
U.S. dollars 
($100,000,000) ..... 5.21 141,920 103,773 
New Zealand dollars 
($100,000,000) ..... 8.00 77,689 95,781 
Loans from capital 
markets, secured 
by notes payable 
in Canadian 
dollars with 
interest payments 
linked to 
the Hong Kong 
Exchange index...... 12,000 12,000 
the Euro Top 100 
INGE sso eases eee ces 56,000 37,000 
the S&P 500 
Composite Stock 
Prceeundexcneceeses 38,000 
3,964,766 3,688,204 
Accrued interest.............. 97,910 65,673 
4,062,676 3,753,877 


Loans with equity-linked interest payments do not 
provide periodic interest payments but, upon settlement, 
provide the purchaser with a single payment based on 
changes in the underlying equity index. The Corporation 
has entered into swap agreements which offset all equity- 
based interest payments in exchange for periodic payments 
calculated at an agreed interest rate. 


Loan payments denominated in foreign currencies have 
been fully swapped into Canadian dollars. 


1998 1997 





(in thousands of dollars) 


Amounts due 













WCDI Gate eee teeter ccs osccseceseaczee 1,123,484 765,627 
TODA =2 VOCALS iene wera tee rtvacscccescecs 708,567 760,630 
ROU 2 Omy Calis wseagenareeseaateserreesarce'<s 785,737 627,694 
FLOM S=ArYEATS oe secs.sacasceeernssecenstes 367,813 527,743 
frOTM ASS “VEATS vecccssvsccuvesstaseststenssess 578,279 384,813 
OVEL Sy VEALS|..ccccsssssanevasnuosssecsapseasones 400,886 621,697 
3,964,766 3,688,204 

ACCES OMNUSHES Uscsecemerseeeeneacaecersenr 97,910 _ 65,673 
4,062,676 3,753,877 
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Included in loans payable are $494.0 million (1997— 
$194.0 million) of loans extendable beyond the above due 
dates at the Corporation’s option. 


The Corporation’s borrowings (short-term notes and 
loans payable) are undertaken with the approval of the 
Minister of Finance. The borrowings are direct obligations 
of the Corporation and thus constitute borrowings 
undertaken on behalf of Her Majesty in Right of Canada 
and carry the full faith and credit of the Government of 
Canada. 


. Capital 


Effective March 31, 1998, approval was obtained from 
the Governor in Council to eliminate the accumulated 
deficit of $660.6 million through a reallocation of 
contributed capital. The details of the resulting capital 
figure are as follows: 


1998 1997 


(in thousands of dollars) 








Balance, beginning of the year........... 1,118,333 1,118,333 
Additional capital contributions......... 50,000 
Reallocation of contributed capital 
forelamninateydelteibeeessserss-ees-eeees (660,608) 
Balance, end of the year .::............2.0.. SUTei2 1,118,333 


The change in retained earnings, as a result of this 
reallocation, is presented in the Statement of Operations 
and Retained Earnings/(Deficit). 


Income taxes 


(a) Timing differences of approximately $35.0 million are 
available to the Corporation as at March 31, 1998 
(1997—$166.0 million). These have not been 
recognized in the accounts since they will not be used 
in the foreseeable future. They result primarily from 
differences between the provision for credit losses 
charged to operations and the amount claimed for 
income tax purposes. 


In addition, the loss carry-forward for income tax 
purposes, which has not been recognized in the 
financial statements, amounts to $492.0 million 
(1997—$392.0 million) and expires on the dates 
indicated: 


(in thousands 











of dollars) 
March Sila lOO 9 seine eens ess satan, vse dent soreernee 179,000 
ZOO Serer. Sarec arsenic eee 143,000 
D008 RN ee Aa Ee ees eee 70,000 
DOOS cacti ryaieeeen eee 100,000 
492,000 
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(b) Income taxes payable by the Corporation represent 
capital taxes under Part VI and I.3 of the Income Tax 
Act. Part VI tax —a tax on the capital of financial 
institutions — is applicable to financial institutions with 
capital in excess of $200 million and can be reduced 
by Part I tax or surtaxes payable. Part 1.3 tax is 
applicable to corporations with taxable capital in 
excess of $10 million and may be reduced by current 
or future Part I surtaxes payable. 


14. Commitments and contingent liabilities 


(a) Long-term commitments for leases 


Future minimum payments by fiscal year on operating 
leases for premises and automobiles and on the capital 
lease for computer hardware, with initial non- 
cancellable lease terms in excess of one year, are due 





as follows: 

Capital Operating 

leases leases 

(in thousands of dollars) 
Willinle vente meee ete 245 6,199 
EVO LO Vals eersessiete 245 Se 
MOMMIES VEATS Pee rees.vscs.cece. 245 5,000 
MOM S—4 VATS c.sse0.n0.cceensn: 120 3,657 
LOU =DyVeAaTS mee eaee eon? 1,739 
over 5 years 2,453 
Total future minimum i ‘ —_ 


leaseipayiments-. srt 855 24,770 


Less: amount 
representing 
executory costs and 
imputed interest at 


OO Tae teeencesteetcasesecsss. 111 
Balance of obligation = 

under capital lease ......... 744 
Less: current portion........... 200 


Long-term obligation 
under capital lease ......... 544 


(b) Other commitments and contingent liabilities 


In the normal course of its business, the Corporation 
enters into various commitments and contracts. As of 
March 31, 1998, the Corporation has issued guarantees 
and letters of credit on behalf of its clients which in 
total do not exceed $0.7 million (1997—$0.7 million). 
In the event of a call upon the guarantees disclosed 
above, the Corporation has recourse against its clients. 


Farm Credit Corporation 


As at March 31, 1998, loans to farmers and 
agribusiness approved but undisbursed amounted to 
$123.0 million (1997—$172.5 million). These loans 
were approved at an average interest rate of 7.48% 
(1997—7.41%) and do not form part of the loans 
receivable balance until disbursed. It is expected that 
the majority of these loans will be disbursed by May 
Sil IE 


15. Derivative financial instruments 


The Corporation uses derivative financial instruments to 
manage exposures to interest rate and foreign exchange 
fluctuations, for investment management purposes, and to 
reduce funding costs. Interest rate and currency swaps are 
used to manage interest rate risk and to offset foreign 
currency risk on foreign dollar borrowings. Interest rate 
options are purchased to hedge options embedded in the 
Corporation’s loan products as well as to reduce risk 
arising from loan rate guarantees. Interest rate options are 
sometimes sold as part of funding transactions and are 
intended to reduce the Corporation’s borrowing costs. 


Credit risk is the risk of financial loss occurring as a 
result of default by a counterparty on its obligation to the 
Corporation. Replacement cost represents the mark to 
market value of outstanding derivative contracts. A 
positive replacement cost indicates the Corporation’s 
exposure to derivative credit risk. The Corporation 
manages its exposure to credit risk and complies with the 
guidelines issued by the Minister of Finance by dealing 
exclusively with financial institutions whose credit rating is 
“high” (Aa3 from Moody’s or AA- from S&P or better). 
Additionally, International Swaps and Derivative 
Association (ISDA) documents have downgrade and 
collateral provisions to reduce counterparty credit risk. As 
a result, the Corporation does not anticipate any significant 
non-performance by counterparties. The largest cumulative 
notional amount contracted with any institution as at 
March 31, 1998, was $596.0 million (1997— 
$435.3 million) and the largest cumulative replacement 
cost of contracts with any institution as at March 31, 1998, 
was $3.2 million (1997—$1.6 million). 





NOTES TO FINANCIAL STATEMENTS—Continued 


The remaining terms to maturity of the contractual 
(notional) Canadian dollar principal amounts of derivative 
financial instruments outstanding as at March 31, 1998, 
were as follows: 


Within lto5 Over Replacement 
1998—Remaining term to maturity 1 year years 5 years Total cost 





(in thousands of dollars) 


Currency swaps 


Receive Pay 

CDN fixed WS Hike ceereereccesaveccsscccatencnesce 5,000 5,000 (110) 
CDN fixed WS MO at eeeterenecsascecceestcrenexcee- 2,250 2,250 (21) 
USD fixed @IDIN MINE die ezcreccoseovnceere racer scnce= 137,750 137-700) 2,963 
NZD fixed (GIDIN fixe deecesencees-reeeeceeeetere ss 95,000 95,000 (15,521) 


Interest swaps 














Receive Pay 

Floating | Bh, C520 econ ccnascen po resees Reece 100,000 55,000 155,000 (808) 

Fixed El Gating eeerccesses stem erereesee 240,000 402,000 857 642,857 6,699 

Fixed i aan 10,000 70,000 80,000 1,040 

Equity-indexed | BNG EA WEN Se ocerccees cemesnosetryosco 12,000 56,000 68,000 (3,918) 

Equity-indexed Wex@ cl eececeeencweseoeccencctsersrnreraraeees 38,000 38,000 (2,538) 
Purchased options 

Interest rate OPtiONS............ccesececereererescesensescneercescsensereees 245,000 10,000 255,000 351 
Sold options 

Interest rate OPtiONnS.............ssceseseesereeeseeetetsetsceseesteerseeenee 169,000 169,000 (9,653) 

Total eeccecceecencscccncncvsececccvassscevccedrerssscosscnccsevecesaceuescnscrescunes 901,750 689,250 56,857 1,647,857 (21,516) 

Leen Eee ne 

1997— Remaining term to maturity 
Currency swaps 

Receive Pay 

CDN fixed AOSD hited eee nevensseeettecgerssecea 5,000 5,000 (69) 

CDN fixed WS DilOatieerermcerceseeteatcenssess 2,250 2,250 (69) 

USD fixed (OD INifiixe dies ce necerrereee 103,050 103,050 (3,603) 

NZD fixed (GING de ceevees cerenteesrerseme ss 95,000 95,000 2,139 
Interest swaps 

Receive Pay 

Floating IPG psc: sees scssssaceesssesrstasenes 70,000 70,000 (2,019) 

Fixed Qaim Sees nesee eeeeeessteresseseunee 55,000 465,000 10,000 530,000 2,367 

Equity-indexed Bloatiin posesecsectenc?sspecrnearnese 12,000 37,000 49,000 (2,415) 
Purchased options 

Interest rate OPtiONS................ssceceerssescnsencessneseesenseseecesoess 470,000 10,000 480,000 1,588 
Sold options 

Interest rate OpPtiONS...........:ecsceseseeseseeseenecsseseseneeneseeneneess 69,000 69,000 (1,814) 

Total 525,000 829,050 49,250 1,403,300 (3,895) 





oO roo 


Included in derivative financial instruments are 
$494.0 million (1997 — $264.0 million) of interest rate 
swap and option contracts extendable beyond the above 
due dates. 
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NOTES TO FINANCIAL STATEMENTS—Continued 
16. Interest rate risk 


Changes in market interest rates have a direct impact on 
the contractually determined cash flows of floating rate 
financial instruments and on the fair value of fixed rate 
financial instruments. 


The following table summarizes the carrying value, 
including accrued interest and unamortized premium and 
discount, of the Corporation’s financial instruments by the 
earlier of their contractual repricing dates or their maturity 
dates. Instruments repayable by amortizing payments of 
principal and interest are shown as maturing over the term 
of the contract. 


Floating rate loans receivable are linked to the bank 
prime rate and re-price with changes in the rate. 


The calculated yield for loans payable in foreign 
currencies is disclosed net of currency and interest rate 
































swaps. 
Within 1 l to 5 Over 5 No fixed Total carrying 
1998—Remaining term to repricing or maturity date year years years term value 
(in thousands of dollars) 
SHORELERIIAM VCS Tenis meme tees ees eee Ane ee een ee 217,872 217,872 
PAVE TIA BOY VIE] CS wea scunelesctacsvaton cu¥s py aunts ooear op oaceee aca desc scecsSesevshs 4.65% 4.65% 
Long-term investments is 50,486 81,426 17,701 149,613 
ANEMIA SE VICI dics cescetasvce-ueceveueeecs é 5.02% 4.97% 6.06% 5.10% 
Loans receivable “” 
THUR CO CAUGE. sas cave dexs ches cee teeaetrae cvaus eas) as sascieeaisdcsasins svsutbaesesees <i 1,420,864 3,270,383 99,236 4,790,483 
Average yield 7.64% 8.19% 8.55% 8.04% 
Floating rate....... ee 89,770 399,145 7,107 496,022 
Average yield 7.45% 7.56% 7.66% 7.54% 
NISA investments 
Wiel rate terest cs carcentetescehseety stores cartveseeicr (visions ose tees cose ve seseok 780 3,884 4,664 
Average yield 3.43% 4.59% 4.39% 
Floating rate....... 89,090 89,090 
Average yield 4.09% 4.09% 
Short-term notes 945,658 945,658 
Average yield re oh 4.43% 4.43% 
IOAN Payable cr warrcterstsceteeetciesceses Aas we sexs 1,151,699 2,621,835 289,142 4,062,676 
Average yield 5.90% 6.72% 7.58% 6.55% 
1997—Remaining term to repricing or maturity date 
Short-term investments 225,451 225,451 
JAVETADE) ViCLseseeseccacrs 3.74% 3.74% 
Long-term investments 42,740 14,999 21,488 79,227 
RCE STEN Gl eosrenpet cosas eee ERA Bax re Sie creo ner ae 6.76% 6.95% 6.58% 6.76% 
Loans receivable ‘” 
Bixedinatet. sie 1,518,579 2,762,038 360,445 4,641,062 
Average yield 7.97% 8.56% 9.49% 8.44% 
[PIRORES sr 92 fois aaa sar nntemcncn pin Sot eter eee PR 20,075 567 38 20,680 
Average yield 5.30% 5.65% 5.73% 5.31% 
NISA investments 
IK CMR AL Cech ceame sane Acuec ae ceetes eee ecsie tetera mee coebockcastesasiuls 398 2,005 2,403 
Average yield 3.29% 4.73% 4.49% 
Floating rate....... 15,149 15,149 
Average yield 4.00% 4.00% 
Short-term notes 747,667 747,667 
Average yield 3.13% 3.13% 
IPGANSI PAV ADE eee sc tree a cee ee or errccessar tee piel sets acwsiuteea teats 779,961 Zor sloil 386,765 3,793,877 
PSVENA PE SIE ceessmnsnane nar teers nate tds tes duces Seas saeek saseseeseowas 6.96% 6.73% 7.31% 6.84% 





Note: “ Loans receivable excludes impaired loans. 





Although certain of these contributions have fixed-interest terms, the Corporation may be required to refund at any time amounts eligible for withdrawal 


under the terms of NISA program. 
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NOTES TO FINANCIAL STATEMENTS—Continued 
17. Fair values 


The following table summarizes the estimated fair value 
of the Corporation’s financial instruments. 














1998 1997 
Carrying Estimated Carrying Estimated 
value fair value value fair value 
(in thousands of dollars) 
ASSETS 
Cash and short-term InVeStMents...........::ccscccesssesscesseeteeereeeesseeeeeenstes 237,605 237,605 241,014 241,014 
Accounts receivable and other accrued assets 44,158 44,158 28,928 28,928 
Long-term imveStMents.........-ccscceseereseeeseseeeeesesneneneteneenees 149,613 150,420 79,227 80,279 
Ganswre Cervab len ecsscce terre een teceucaezpransrecaae nan cpeenansctos=nresedsn =n eas 5,136,138 5,163,582 4,521,604 4,600,266 
LIABILITIES 
NISA investments, held! 2...1.-.-21.c--ascesssereese-aos:ent>asarcneerasasenenseosvar-nease 93,754 93,754 1eSo2 Wey 
Accounts payable and accrued liabilities ............-:sssesreteteteeee teense 19,748 19,748 PHF SM /) PIRATE) 
SHOntEteRU TOL Sencs nests eaereer eens temoneres ne eseaeeseneener ene 945,658 944,851 747,667 746,669 
Loans payable 4,062,676 4,210,188 3,753,877 3,920,478 





Short-term financial instruments are valued at their 
balance sheet carrying values, which are reasonable 
estimates of fair value due to the relatively short period to 
maturity of the instruments. This valuation methodology 
applies to cash and short-term investments, accounts 
receivable and other accrued assets, and accounts payable 
and accrued liabilities. 


Fair value for long-term investments is determined by 
reference to quoted market prices. 


The estimated fair value of NISA investments held is 
equal to the amount payable upon withdrawal. 


Quoted market values are not available for a significant 
number of the Corporation’s financial instruments. As a 
result, the fair values disclosed for some instruments are 
estimated using present value measurement techniques and 
may not be indicative of the current replacement cost of the 
instrument(s). The following methods of calculation and 
assumptions are used: 


Estimated fair value for short-term notes and loans 
payable is calculated by discounting contractual cash 
flows at interest rates prevailing at year-end for 
equivalent terms to maturity. 


The estimated fair value for loans receivable is 
determined by discounting expected future cash flows 
(after adjustment for amounts which may be collected 
in advance of the contractual due date) at market 
interest rates for loans with similar credit risks. The 
allowance for credit losses is valued at its balance 
sheet carrying value. 


Note: The fair value (replacement cost) of derivative 
financial instruments is disclosed in Note 15. 
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NOTES TO FINANCIAL STATEMENTS—Concluded 


18. Government programs 


Commodity-Based Loans 


Loans receivable as at March 31, 1998, includes 
$18.3 million (1997—$100.0 million) of loans under the 
Commodity-Based Loans (CBL) program. In 1998, the 
Corporation received $6.4 million (1997—$21.5 million) 
from Agriculture and Agri-Food Canada as compensation 
for the early retirement of CBL loans and concessions 
made under the program. Concessions relate to preferential 
interest rates provided to borrowers under the program and 
cease when the related loans are retired. The program has 
not been available for new lending since 1989. 


Farm Debt Review Act 


During the year, the Minister of Agriculture and Agri- 
Food was authorized to make contributions to farmers, 
payable to the Corporation. These payments are based on 
concessions that the Corporation has granted to farmers 
under arrangements made pursuant to the Farm Debt 
Review Act. The Corporation is reimbursed at the time 
farmers realize the benefits of the concessions, which may 
be over a period as long as five years. These concessions 
cease if the farmers fail to meet their commitments. 


Since the inception of the Farm Debt Review process, 
the Corporation has provided $278.9 million in concessions 
and billed $278.9 million to the Government of Canada, of 
which $0.7 million was billed in the current year. 


Government funding for new concessions under the 
Farm Debt Review Act ceased effective March 31, 1994. 


. Comparative figures 


Certain 1997 comparative figures have been reclassified 
to conform with the presentation adopted in 1998. 
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FRESHWATER FISH MARKETING CORPORATION 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED APRIL 31, 1998 
WERE NOT AVAILABLE AT DATE OF PRINTING 
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GREAT LAKE PILOTAGE AUTHORITY, LTD. 


MANAGEMENT REPORT 


The Great Lakes Pilotage Authority, Ltd. management is 
responsible for the preparation, integrity and fair presentation 
of the financial statements and other information in the annual 
report. This responsibility includes the selection of appropriate 
accounting principles and the exercise of careful judgement in 
establishing reasonable and accurate estimates in accordance 
with generally accepted accounting principles applied on a 
consistent basis and as appropriate in the circumstances. 
Financial information shown elsewhere in this annual report is 
consistent with that contained in the financial statements. 


The Authority’s policy is to maintain systems of internal 
accounting and administrative controls of high quality 
consistent with reasonable cost. Such systems are designed to 
provide reasonable assurance that the financial information is 
accurate and reliable and that the company assets are 
adequately accounted for and safeguarded. The Board of 
Directors which is also the Audit Committee is comprised of 
Directors who are not employees of the Authority except for 
the two pilot Board members. The Directors oversee the 
company’s systems of internal accounting and administration 
control. 


The external auditor, the Auditor General of Canada, is 
appointed under the Pilotage Act as the Auditor and has 
audited the financial statements according to generally 
accepted auditing standards. His report outlines the nature of 
the audit and expresses his opinion on the financial statements 
of the company. 


R. G. Armstrong 


Chairman & Chief Executive Officer 


Ree Wemire 
Secretary/Treasurer 


Cornwall, Canada 


AUDITOR'S REPORT 
TO THE MINISTER OF TRANSPORT 


I have audited the balance sheet of Great Lakes Pilotage 
Authority, Ltd. as at December 31, 1997 and the statements of 
operations and retained earnings and changes in financial 
position for the year then ended. These financial statements are 
the responsibility of the Authority's management. My 
responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Authority as 
at December 31, 1997 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that 
have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Pilotage Act and regulations, the Canada 
Business Corporations Act and the articles and by-laws of the 
Authority. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
January 30, 1998 
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BALANCE SHEET AS AT DECEMBER 31, 1997 














ASSETS 1997 1996 LIABILITIES 1997 1996 
$ $ $ $ 

Current Current 

Cash and short-term deposits Accrued salaries and benefits ...........-.-.0++++ 3,356,760 3,727,838 

(UN foyteais DBR ee cde ne erececeesteacoacecocn me ceseeco aac 6,287,763 5,378,459 Other accounts payable and 
Accounts receivable (Note 4) .........-:seese+ 2,404,571 2,001,714. accrued Charges ¢.-::c-:+-.s.ssseecseteenesecssesoe= 303,735 229,116 
8,692,334 7,980,173 Accrued employee termination benefits ...... 111,173 236,366 

Long-term 3,771,668 4,193,320 

Segregated investments (Note 3)........:.::+0 2,400,844 2,450,842 Long-term 

Capital assets (Note 5) .....ccsceeeseseeseneees 170,141 58,097 Accrued employee termination benefits ..... 2,264,085 2,278,244 





6,035,753 6,471,564 





SHAREHOLDER’S EQUITY 


Capital stock 
Authorized - 50 shares 











Issued and fully paid - 15 shares ................ 1,500 1,500 

Contributed capital)............:c2cc-csseceuseroenener-es 82,074 82,074 

Retained Carnings.............sscsesssesssssersereeseers 5,143,992 3,933,974 

5,227,566 4,017,548 

11,263,319 10,489,112 11,263,319 10,489,112 





Commitments (Note 6). 
Approved by the Board: 


R. G. ARMSTRONG 
Director 


FRANCIS C. NICOL 
Director 
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STATEMENT OF OPERATIONS STATEMENT OF CHANGES 











AND RETAINED EARNINGS IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1997 FOR THE YEAR ENDED DECEMBER 31, 1997 
1997 1996 1997 1996 
$ $ ‘? § 

Revenues Cash provided by (used in) 

Rilotaceicharce sires ee eet ene camer 12,669,576 12,329,885 Operating activities 

Interest and othenincome seers cerns 301,208 BOF oi, NED Pron tombe vealaen.emmrectin 1,210,018 1,015,736 

Life insurance experience Items not requiring cash 

Patil (LOSS) ceecetrtesco<se eee seexcosvetes-xuteaecee 76,162 (75,000) Employee termination benefits 
Dispatching and pilot boat income.......... 72,864 75,102 ACMA resect reiiessdee tte ee 254,317 229,112 
AIM OTLIZatOMes.ce-eveerenestesesesencse 56,643 25,984 


3 2 : 
: rt ree ea ce Net change in working capital 

















Expenses components other than cash 
Pilots7salanes;amd benefits ..0.-..c.0...s-een- 8,670,334 8,681,799 and short-term deposits............. (99,316) 809.957 
Transportation and travel...................08 978,506 946,183 Employee termination benefits 
Operation staff salaries and benefits ....... 612,696 591,695 PAVINOM ES coe ey recsvsseswescseeranncseat (393,669) (207,923) 
Pilot boat services (Note 7).......:............- 407,453 382,229 eo ee 
Administration staff salaries and 1,027,993 1,872,866 

[of )ae) Th aeare cperencp ace Coes eee Ee er aE ace 354,046 331,224 Investing activities 
Employee termination benefits ............... 254,317 229,112 Funding of termination benefits 
Professional and special services............ 151,239 132,797 (NCE Be ee 49.998 306,649 
PilotittainineCOStS|y.....c----s2-2+s<scerde2e=-s02e> 81,691 16,430 Increase in capital assets...............-- (168,687) (12,328) 
Utilities, materials and supplies .............. 77,873 86,133 pease Se 
Communications. ce 77,367 70,851 F dd 18,689) 294,321 
Rentals..... Babes sedeess dec tvfeacsbyasts sa det ozone eve dees 59,556 49,460 Rater pete a GEG ccs apee ete ene cn 909,304 2. 167,187 
Amortization re sees sesternnieeeesneenees 56,643 25,984 Cash and short-term deposits, 
ee 50,426 43,087 beginning of year .......sccssssssseseseeee 5,378,459 3,211,272 
Retired employee benefits .............:c0000. 36,647 35,295 4 = Se es 
Retiring iNCeNtVES......-.:---ccneseeuenceeeceeees 22,500 Cash and short-term deposits, 
Repairs and maintenance ............0:c00 18,498 21,369 SI SUUINO SEEN oc renconenp ance conasocatelonceecnanbces 6,287,763 5,378,459 
11,909,792 11,643,648 

INGUpKOuerON Une Weal enter eee ee 1,210,018 1,015,736 

Retained earnings at beginning 
@OUMMEIY CANS. eshscce- Atos cocnsetctetescccesstscede 3,933,974 2,918,238 

Retained earnings at end of the year........... 5,143,992 3,933,974 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997 


Le 


N 


Authority and objectives 


The Great Lakes Pilotage Authority, Ltd. was 
established in February 1972 pursuant to the Pilotage Act, 
incorporated as a limited company in May 1972, and is 
continued under the Canada Business Corporations Act. 
Pursuant to the Financial Administration Act, the Authority 
is a Crown corporation listed in Schedule III Part I thereto. 
The Authority is a subsidiary of the St. Lawrence Seaway 
Authority but is deemed to be a parent corporation within 
the meaning of the Financial Administration Act. 


The objectives of the Authority are to establish, operate, 
maintain and administer a safe and efficient pilotage 
service within designated Canadian waters. The Act 
provides that the pilotage tariffs shall be fair, reasonable 
and sufficient and, together with any revenue from other 
sources, shall permit the Authority to operate on a self- 
sustaining financial basis. 


The Authority is exempt from any income taxes. 
Significant accounting policies 
Short-term deposits 

Short-term deposits are recorded at cost. 
Amortization 


Amortization of capital assets is calculated on a straight- 
line basis and is based on the estimated useful lives of the 
assets as follows: 


Buildings 20 years 
Furniture and equipment 5 to 10 years 
Software and computer equipment 5 years 


Pension plan 


All employees are covered by the Public Service 
Superannuation Plan administered by the Government of 
Canada. Contributions to the Plan are required from both 
the employee and the Authority. Contributions with respect 
to current service are expensed in the current period. 
Contributions with respect to past service benefits are 
expensed when paid. The Authority is not required under 
present legislation to make contributions with respect to 
actuarial deficiencies of the Public Service Superannuation 
Account. 


Employee termination benefits 


Employees are entitled to specified benefits on 
termination as provided for under labour contracts and 
conditions of employment. The liability for these benefits 
is recorded in the accounts as the benefits accrue to the 
employees. The current liability reflects the accrued 
termination benefits of only those employees who have 
indicated their intention to terminate their employment 
within the coming year. 


Employee life insurance plan 


The Authority provides a life insurance plan for its 
employees. Surpluses and deficits from the plan are 
included in the Statement of Operations in the year in 
which they are determined. 


Retired employee benefits 


The Authority contributes toward medical benefits and 
life insurance for those retired employees who elect for 
such coverage. The expense is recorded in the year in 
which it is incurred. 


Short-term deposits and segregated investments 


The Authority invests in short-term deposits, Treasury 
bills, and provincial and federal bonds. As at December 31, 
1997, these investments yield between 3.11% and 5.83% 
(2.50% and 5.83% in 1996). The term of maturity of these 
varies between 1998 and 2000 and the fair market value of 
all these investments as at December 31, 1997 
approximates the net book value. 


The Authority sets aside certain of those investments, in 
order to provide for the funding of future employee 
termination benefits. Those investments are presented as 
segregated investments: 





1997 1996 
$ $ 
Bonds that yield between 4% and 
5.50% and mature in 1999 and 
2000 (1996: yield between 4% 
and 5.83%, maturity date 1998 


AMG OOO) sceccsecence-asesecourseretsss 2,400,844 2,450,842 


Accounts receivable 


These amounts arise from pilotage services rendered in 
the normal course of business. They are collectible within a 
month and are non-interest bearing. The fair value 
approximates the book value. 


Great Lake Pilotage Authority, Ltd. 








NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997—Concluded 


5. Capital assets 


1997 1996 
Accu- Accu- 
mulated mulated 
amorti- amorti- 
Cost zation Net Cost zation Net 
$ $ $ $ $ $ 
PB ual chia ss isereee sae Rte t Sie Sere eee sae hse ec access acersies tntseciatsessuseas tees 63,642 63,641 | 63,642 63,641 l 
RADE UIIneg ATG) OG UNIT N tee ecs eae se acrae te cesenynesaseens fier <ssesiticcseorenstssanee 2OTISS 204,006 [55/29 207,348 179,246 28,102 
SOfiwarerand Computer SQUIPMette:.srces-<.cees-nscessseseresenesate-e<<osevtac=s> 197,415 43,004 154,411 41,115 11,121 29,994 
480,792 310,651 170,141 312,105 254,008 58,097 


6. Commitments 


The Authority has a lease agreement with the 
St. Lawrence Seaway Authority for the rental of office 
space. Future minimum rental payments are: 


$ 
MOOR erestren cepeves acest Sense sieeosucssseeassacnnansaseo 49,287 
NOOO Wirreserecearsesvdtessaviteessscescrstvesouseecsesessess 4,298 
53,585 


In addition, the Authority has contract commitments of 
approximately $390,000 for the pilot boat services for the 
next two years. Tenders have also been requested for some 
of the land transportation services for the next two years. 
Expenditures for the services being tendered were 
approximately $250,000 in 1997. 


7. Dispatching and pilot boat services to U.S. District No. 1 
pilots 


The Authority provides without charge all dispatching 
services and pilot boat services in Port Weller to the U.S. 
District No. | pilots and the U.S. Pilots’ Association 
provides without charge pilot boat services for the 
Authority at Cape Vincent, New York. 


8. Related party transactions 


The Authority is related in terms of common ownership 
to all Government of Canada created departments, agencies 
and Crown corporations. The Authority enters into 
transactions with these entities in the normal course of 
business. 


9. Comparative figures 


Some of the 1996 figures were reclassified to conform 
to the presentation adopted in 1997. 








Great Lake Pilotage Authority, Ltd. 








HALIFAX PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID COLLENETTE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have audited the balance sheet of Halifax Port 
Corporation as at December 31, 1997, and the statements 
of earnings and surplus and changes in financial position 
for the year then ended. These financial statements are the 
responsibility of the Corporation’s management. Our 
responsibility is to express an opinion on these financial 
statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET AS AT DECEMBER 31, 1997 


In our opinion, these statements present fairly, in all 
material respects, the financial position of the Corporation as at 
December 31, 1997, and the results of operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation 
that have come to our notice during our examination of the 
financial statements have, in all significant respects, been in 
accordance with the Financial Administration Act and 
Regulations, the Canada Ports Corporation Act, and the by- 
laws of the Corporation. 


Doane Raymond 
Chartered Accountants 


Halifax, Canada 
January 23, 1998 




















ASSETS 1997 1996 
$ $ 
Current 
Cahir ciz.ccsvissnecscscrescietsonsecstry cavastureseerneiasies 347,652 112,052 
Investment (Note 3) ...... 8,575,434 11,595,477 
Accounts receivable 3,702,636 3,365,886 
Grants in lieu of municipal taxes ............++ 77,850 96,645 
Materialsiamd Supplies i snccccsceevescnececersnrcsresace 40,594 _ 49,983 
12,744, 166 15,220,043 
PXCCOUMIS TECEIVA Ch atrenne teeseaneseearararcrencesnce 293,935 132,392 
Property and equipment (Note 4)............:0 63,229,910 59,342,982 
76,268,011 74,695,417 


LIABILITIES 1997 1996 





Current 


Accounts payable and accrued liabilities..... 4,296,666 5,128,615 
Determe dire venues ieecessrceestertercreresereccerecte 588,445 600,744 
4,885,111 SH ae, 

















Accrued employee) DEnemtS:..c-csccece-scsresssserersrss 470,204 _ 723,888 
33553315 6,453,247 

EQUITY 
Contributedicapitall Nessa ce ee rae 50,856,865 50,856,865 
Sut pltis sir cctvscaceeatcccsccters. corecaseatacdeuarctafecsrcrmetates 20,055,831 17,385,305 
70,912,696 68,242,170 
76,268,011 74,695,417 








Commitments (Note 5). 
Contingent liability (Note 6). 
See accompanying notes to financial statements. 


On behalf of the Board: 
MERVYN C. RUSSELL 


Chairman 


DAVID F. BELLEFONTAINE 
President and Chief Executive Officer 


en eo 








Halifax Port Corporation ®@ 


| STATEMENT OF EARNINGS AND SURPLUS 
_ YEAR ENDED DECEMBER 31, 1997 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997 











1997 1996 1. In accordance with the Canada Ports Corporation Act, 

' we tte sections 6.1 and 6.2, a petition for the establishment of a 

| Ree he es ! local port corporation at the Port of Halifax was approved 

| P AS perpen 14,974,378 13,151,952 _ and the Halifax Port Corporation was established effective 
| June 1, 1984. 

| Operating and administrative expenses... 8,475,561 7,453,770 

Depreciation See uaulibeSases see feasscmeteisie s(cieiclceinesleisivie 2,595,995 2,569,233 In accordance with the Canada Ports Corporation Act, 
| ] j F ici 9 ; re . > . 

g Grants in liew of municipal taxes.............. __ 893,300 926,051 the assets, liabilities and equity were transferred at their 

| 11,964,856 10,949,054 carrying values in the accounts of the Canada Ports 

| Earnings from operations.............0cce 3,009,522 2.202.898 Corporation - Port of Halifax to Halifax Port Corporation. 
| at a9 SSeS O ore é eae 

D mm C 

| Investment income ..ecsccsssssssiecssessessne 260,008 519,379 2p pe eae Ya0d StenitiGar ue counane policies 

_ (Loss) gain on disposal of fixed assets..... (147,721) 336,130 Investments 





112,287 855,509 


Be NGWCATNIN OS fxs cactecss-sencevseceusae dodcestsecteestes 





H Surplus, beginning of year................00000 17,385,305 14,505,475 
MMe NEU CATIUNGSi.2<.s02--csressesrsessoves~ 3,121,809 3,058,407 
DYE VAG EDS i tapcccsosesecccstesaa.0s edszvews sees sasoscvesss (451,283) (178,577) 


3,121,809 3,058,407 





17,385,305 





See accompanying notes to financial statements. 


The investments, which are direct and guaranteed 
securities of Canada, are shown at amortized cost. 
Premiums or discounts are amortized over the periods to 
maturity. 


Fixed assets 


Fixed assets are recorded at cost, except for those 


transferred to the Corporation from Canada, which are 
recorded at appraised or fair market value established at the 


time of transfer. Grants, including forgivable loans, 
STATEMENT OF CHANGES IN FINANCIAL POSITION towards capital projects received from Canada and from 
|| YEAR ENDED DECEMBER 31, 1997 


i third parties are deducted from the cost of the related fixed 








Aa. as assets. 

| 1997 1996 

| $ $ Depreciation is calculated on the straight-line basis for 

the full year, commencing with the year the asset becomes 
Cash derived from (applied to) operational, using rates based on the estimated useful lives 
Crcaune of the assets 

Net earnings 3,121,809 3,058,407 . 

| Depreciation 2,595,995 2,569,233 Ben ionicarts 

| OURS Le oc ap esac cncesscs nates saayserpsecussuence ss (105,963) (279,020) 





All permanent employees of the Corporation are 
covered by the Public Service Superannuation Plan 


5,611,841 5,348,620 
Change in non-cash operating 











Works & Gapitalllaven sce trates: 34,801 204,334 administered by Canada. Contributions to the plan are 
| 5.646.642 5.552.954 required from both the employees and the Corporation. The 
Financing = = annual contributions for pensions are recognized in the 
(Increase) decrease in accounts accounts on a current basis. 
TECEIVA Det eerstecsaccerctessecrerievesress (161,543) 31,818 


(Decrease) increase in Grants in lieu of municipal taxes 


construction payable ................. (1,187,615) 1,557,083 
Dividends pate eats cence eeaeeevae (451,283) (178,577) : id ; 
@anitalNernaytS er ,ck creat ieee ree ee 1,509,490 based on estimated municipal assessments adjusted in 

(290,951) 1,410,324 accordance with the Municipal Grants Act. Grants are paid 


= after the amounts have been audited by the Municipal 


The expense for grants in lieu of municipal taxes is 








Investin aie ; : 
Peon to property and Grants division of Public Works Canada. Any adjustments 
CQUIpIMeMte ee retet een eee ners (8,143,378) (5,355,668) upon finalization are reflected in the accounts in the year of 
Proceeds on disposal of assets........ 3,244 392,274 settlement. 





(8,140,134) (4,963,394) 





Employee benefits 
Net (decrease) increase in cash and 

Short-term InVestments.......0.<:.+.seccenes 
Cash and short-term investments, 


(2,784,443) 1,999,884 The Corporation accrues in its accounts, annually, the 


estimated liabilities for severance pay, annual leave, and 





ep UaM SV Oty Cal eee ee eee eee l 1,707,529 9,707,645 overtime compensatory leave, which are payable to its 
oe eran invesanens, employees in subsequent years under its collective 
UOT NCA vasccacesneveccvesesecsssessevsecessecztes 8,923,086 11,707,529 


agreements or in accordance with its policy. 





See accompanying notes to financial statements. 


Halifax Port Corporation 











NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Concluded 


2: 








Investments 
1997 1996 
Amortized Face Amortized Face 
cost value cost value 
$ $ $ $ 
Short-term... 8,575,434 8,634,000 11,595,477 11,682,000 








Property and equipment 





















1997 1996 

Accu- Net Net 

Depreciation mulated book book 

rates Cost depreciation value value 

% $ $ $ $ 

Wear ee oeeeeeee eee ves cuss deneees cee aeseenescr oupen tesaasetarescet 24,827,121 24,827,121 24,585,676 
Dredging 2.5—6.7 3,930,091 2,720,656 1,209,435 1,269,322 
Berthing structures 2.5-10 35,385,194 23,214,548 12,170,646 1257325792 
[EUW FYE are cece cecoocnecre ces iece-cosiaDngcaonncnoc 2.5-10 23,584,039 13,130,156 10,453,883 7,174,614 
MUNG ES Reeceseeseseerscer ences <2 3.3-10 8,940,196 4,205,291 4,734,905 4,507,426 
Roadsrandisiintaceste. severe: 2.5-10 12,570,966 7,339,148 5,231,818 2,599,995 
Machinery and equipment 5-100 10,727,878 8,313,870 2,414,008 2,544,900 
Office furniture and equipment................. 20 1,662,158 1,469,185 192,973 227,021 
Projects tmMder CONSIUCHOM  -nresscts.cruseretecssrranerenrsteceaans ce ey iz! 1995.12 3,747,236 
123,622,764 60,392,854 63,229,910 59,342,982 


During the year, the Corporation recorded capital grants 
of $1,509,490 as a reduction in its cost of property and 
equipment. 


Commitments 


In accordance with a policy concerning payment of 
dividends to the Canadian government, the Corporation is 
required to pay a dividend, in respect of the 1997 fiscal 
year, based on a method of calculation using net earnings. 
This dividend, payable before March 31, 1998 amounts to 
approximately $590,000 for 1997 and will be applied 
against the surplus. 


Contingent liability 


During the year, the Corporation received a forgivable 
loan in the amount of $1,000,000. The loan is forgivable at 
$100,000 per year to 2003, with the remaining $300,000 
being forgivable in 2004. In order for the loan to be 
forgiven, certain conditions regarding operations and 
capital investment by the Corporation must be met, as 
specified by the grantor. 








7. Marine policy review 


The national marine transportation system has been and 
continues to be under review by the Government of 
Canada. The effect of this review is the proposed 
implementation of a new Canada Marine Act superceding 
the Canada Ports Corporation Act. 


At this time, the impact upon the Corporation is not 
known. 








Halifax Port Corporation 














INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 


RESPONSIBILITY FOR FINANCIAL STATEMENTS 


The financial statements presented in this annual report are 
the responsibility of management and have been reviewed and 
approved by the Board of Governors of the Centre. The 
financial statements, which include amounts based on 
management’s best estimates as determined through experience 
and judgements, have been properly prepared within 
reasonable limits of materiality and are in accordance with 
generally accepted accounting principles. Management also 
assumes responsibility for all other information in the annual 
report, which is consistent, where applicable, with that 
contained in the financial statements. 


Management maintains financial systems and practices to 
provide reasonable assurance as to the reliability of financial 
information and to ensure that assets are safeguarded and the 
operations are carried out effectively and in accordance with 
the International Development Research Centre Act and 
bylaws of the Centre. The Centre has an Internal Audit 
department whose functions include reviewing internal 
controls and their application on an ongoing basis. 


The Board of Governors is responsible for ensuring that 
management fulfils its responsibilities for financial reporting 
and internal control. The Board benefits from the assistance of 
its Finance and Audit Committee in overseeing and 
discharging its financial management responsibility, which 
includes the review and approval of the financial statements. 
The Committee, which is made up of governors meets with 
management, the internal auditors, and the external auditors on 
a regular basis. 


The Auditor General of Canada conducts an independent 
examination in accordance with generally accepted auditing 
standards. His audit includes appropriate tests and procedures 
to enable him to express an opinion on the financial statements. 
The external auditors have full and free access to the Finance 
and Audit Committee of the Board. 


Maureen O’ Neil 
President 


Raymond J. Audet 
Vice-President, Resources 
and Chief Financial Officer 


June 24, 1998 


International Development Research Centre 


AUDITOR’S REPORT 


TO THE INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 
AND THE MINISTER OF FOREIGN AFFAIRS 


I have audited the balance sheet of the International 
Development Research Centre as at March 31, 1998 and the 
statements of operations, changes in equity and changes in 
financial position for the year then ended. These financial 
statements are the responsibility of the Centre’s management. 
My responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Centre as at 
March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. 


Richard Flageole, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 27, 1998 








BALANCE SHEET AS AT MARCH 31, 1998 
(in thousands of dollars) 





























ASSETS 1998 1997 LIABILITIES 1998 1997 
Current Current 
Cash and short-term investments Accounts payable and accrued liabilities 
(Note 3) (NotesAvand 8) ook cecrccscaesseesesnnsnanee 6,925 iP 
WhnrestiiGte dlrs a eacrecesentscnae restcarssseaee 13,162 132229 Restructuring liability (Note 9).............. 562 1,550 
Restmcte dees mmter srs cremncesmertere: a 20,575 20,153 Deferred revenue (Note 10)...........::ee 24,417 24,356 
Accounts receivable (Note 4) 4,989 14,535 31,904 33,177 
Pre palclhe xD CUSCS amereecnnncceesceareenstncena 5,035, we EI Deferred revenue long-term (Note 10).......... 6,394 7,774 
43,761 49,294 Accrued employee termination benefits........ 2,808 2d 
Long-term investments (Note 5)............+4+ 7,079 Deferred rent—head office ...........ccccecseseees 662 388 
G@anitallassets) (INGIC'G) srcesemereerssrsteeeererc-t 4,554 3,631 Endowment funds (Note 7)..........::csccesseeseese 348 ¥ 202 
Recoverable deposits .............. 153 161 42,116 44.116 
Endowment funds (Note 7)........::c::ccesseseeeee 348 202 
15 O10) Ml Oe Qiao aeisenee erie ner aeeeten cova oroeeP DOO 13,779 9172 
55,895 53,288 55,895 53,288 





The accompanying notes form an integral part of the financial statements. 
Approved on behalf of the Board: 


MAUREEN O’NEIL 
President 


RAYMOND J. AUDET 
Vice President, Resources, 
and Chief Financial Officer 


International Develooment Research Centre 

















STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 








1998 1997 
Revenues 
Parliamentary appropriation (grant) ...... 88,111 96,100 
Supplementary Parliamentary 
appropriation (grant) (Note 11) ........ 1,800 1,427 
Funding for resource-expansion 
actiumuec (Note 12) se cceacseereeteaans 29,487 20,512 
Investment income sf 1,832 2,046 
Q@Her MCOMC ieee crecsscevevsrs- ces sooccecececress 1,048 1,030 
122,278 121,115 
Expenses 
Research activities and related 
expenses 
Development-research activities ....... 56,381 63,174 
Resource-expansion activities 
(ON te SUD) 5 oe 8 arenes sc cakrceeas cede sunes. 29,487 20,512 
Mechta SUP Ot ieeee eee cer oases 9,063 9,983 
Regional offices management........... 4.816 6,026 
Information dissemination and 
Lib Ray je dpe2skes se Des serch aaseredesntencassvsds: 4,569 4,693 
Head office management.................. 33623) SUP) 
107,939 108,300 
Acris thathomlseteesaccsoe etenacadeesesces sh oceoeme 11,188 12,400 
Overhead recovered on resource- 
expansion activities (Note 12) .............. (1,456) (1,667) 
117,671 119,033 
Excess of revenues Over expenses............. 4,607 2,082 





The accompanying notes form an integral part of the financial statements. 


STATEMENT OF CHANGES IN EQUITY 
FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 








Invested 
in capital Un- Total Total 
assets restricted 1998 1997 
Balance, beginning of 
HD EMVCAT. veceaecaneeencckss 3,631 5,541 9172 7,090 
Excess of revenues 
over expenses........... 4,607 4,607 2,082 
Net investment in 
capital assets ............ 923 (923) 
Balance, end of year...... 4,554 22) IIe Se 





The accompanying notes form an integral part of the financial statements. 


International Development Research Centre 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 








1998 1997 
Cash flow from operating activities 
Excess of revenues over expenses ...... 4,607 2,082 
Items not affecting cash 
Amortization of capital assets ........ 1,267 2,544 
Gain on disposal of capital 
ASSCUS peer sees cttw. eee ees tuas cas cece (118) (27) 
Employee termination benefits....... 489 34] 
Amortization of deferred rent......... 274 (6) 
6,519 4,934 
Net change in working capital other 
than cash and short-term 
IVESUME ES ere, eee eee seeee reseeeer nes 4,367 (2,305) 
Changes in deferred revenue long-term.. (1,380) (4,258) 
Net cash generated through (used in) 
OPerallNgra ChivtGsmms nie eeae meee 9,506 (1,629) 
Cash flow from investing activities ae 
Additions to capital assets net of 
proceeds on disposal of 
SCUTP MIEN ts seeer teeters (2,072) (1,720) 
Purchase of long-term investments..... (7,079) 
Net cash used in investing activities....... (9,151) (1,720) 
Net increase (decrease) in cash............... 355 (3,349) 
Cash and short-term investments, 
Desinnine Ommher Catone: scatensestet 33,382 36,731 
Cash and short-term investments, 
endio fithesye aiwmrcre ures ceesereeen es 335730 33,382 





The accompanying notes form an integral part of the financial statements. 





NOTES TO FINANCIAL STATEMENTS 
(all values are in thousands of dollars unless otherwise stated) 


iL. 


NO 


Authority and objective 


The International Development Research Centre (the 
Centre), a corporation without share capital, was 
established in 1970 by the Parliament of Canada through 
the International Development Research Centre Act. The 
Centre is funded mainly through an annual appropriation 
(grant) received from the Parliament of Canada. For 
purposes of the Income Tax Act the Centre is deemed to be 
a registered charitable organization. 


The objective of the Centre is to initiate, encourage, 
support, and conduct research into the problems of the 
developing regions of the world and into the means for 
applying and adapting scientific, technical, and other 
knowledge to the economic and social advancement of 
those regions. 


Significant accounting policies 


The financial statements have been prepared in 
accordance with generally accepted accounting principles 
and reflect the following significant accounting policies. 


Recognition of revenue 


The annual Parliamentary appropriation (grant) is 
recorded as revenue during the fiscal year for which it is 
approved. Parliamentary appropriations for specific 
projects and funds received or receivable in respect of 
resource expansion activities are deferred and recognized 
as revenue when the related project expenses are incurred. 
All other revenues are recorded on the accrual basis of 
accounting. 


Amortization 


Capital assets are recorded at cost and amortized over 
their estimated useful lives on a straight-line basis. The 
estimated useful life of each capital asset class is as 
follows: 


Computer equipment 3 years 
Software application 

systems 3 or 5 years 
Office furniture and 

equipment 5 years 
Vehicles 3 years 
Telephone system 5 years 
Leasehold 

improvements Remaining term of lease 


A-248 International Development Research Centre 


Investments 


Investments are recorded at the lower of cost and market 
value. 


Endowment funds 


Endowment funds include amounts received by way of 
bequest, gift or donation and are generally specific as to 
purpose. Expenditures relating to these funds are charged 
against the relevant portion of the endowment in the year 
they are incurred. 


Foreign-currency translation 


Foreign-currency transactions are translated into 
Canadian dollars either by the use of an average exchange 
rate that closely approximates the rate in effect at the 
transaction date or the actual rate in effect at the transaction 
date. Monetary assets and liabilities are adjusted to reflect 
the rate of exchange in effect at year-end. Exchange gains 
and losses are included in operations for the current year. 


Accrued employee termination benefits 


Employees are entitled to specified termination benefits, 
calculated at salary levels in effect at the time of separation 
as provided for by conditions of employment. The liability 
for these benefits is recorded as the benefits accrue to 
employees. 


Deferred rent 


Any rent-free period or other incentives associated with 
long-term leases are deferred and amortized over the term 
of the lease on a straight-line basis. 


Pension costs 


Employees participate in the Public Service 
Superannuation Plan administered by the Government of 
Canada. Contributions to the Plan are required from the 
employees and the Centre. These contributions represent 
the total pension obligations of the Centre and are 
recognized in the accounts on a current basis. The Centre is 
not required under current legislation to make contributions 
with respect to actuarial deficiencies of the Public Service 
Superannuation Account. 


Cash and short-term investments 








1998 1997 
Cas lai Fe. ute sacusecves cave suczsucves deuce ste Jest, 2,193 (3,516) 
Short-term investments 
Canadian chartered banks.............. 17,515 20,844 
Commercial companies..............05 13,889 13,897 
Foreign-owned banks................00+ 140 2,157 
33513) 33,382 











NOTES TO FINANCIAL STATEMENTS—Continued 


The Centre is authorized to invest in interest-bearing 
securities such as the above noted entities. These funds are 
invested in short-term money market instruments which are 
rated R-1 or better by a recognized bond-rating agency. 
The investment vehicles consist primarily of banker’s 
acceptances, term deposits and short-term notes. 


As at March 31, 1998 the average yield of the portfolio 
was 4.83% (1997—3.12%) and the average term to 
maturity was 76 days (199782 days). The fair market 
value of the investment portfolio as at March 31, 1998 
approximates the net book value. 


Of the total cash and short-term investments, $20,575 
(1997—$20,153) is restricted for specific research 
activities as follows: 





1998 1997 

Resources expansion activities ............ 14,440 8,121 
Health support—Africa........... eee 6,135 12,032 
20,575 ZONISS 


4. Accounts receivable and payable 


Accounts receivable and accounts payable are incurred 
in the normal course of business. All are due on demand 
and non-interest bearing. The carrying amounts of each 
approximate fair value because of their short maturity. A 
significant portion (21.6%) of accounts receivable is due 
from the Canadian International Development Agency 
(CIDA) and does not present a significant credit risk. Of 
the total accounts receivable, $3,417 (1997—$13,585) is 
restricted for resource-expansion activities. 


5. Long-term investments 


These funds are invested in bond market instruments. 
The investment instruments consist of Government of 
Canada bonds. 


As at March 31, 1998, the average yield of the portfolio 
was 5.63% and the average term to maturity was 4.6 years. 
The fair market value of the investment portfolio as at 
March 31, 1998 is $7,279. 


Of the total long-term investments, $4,096 is restricted 
for “health support—Africa” research activities. 


6. Capital assets 








Accumulated Net book 
Cost amortization value 

1998 1997 1998 1997 1998 1997 
WompMler equip Me Nias acerce yetetscere noni reccuscvasterasvaceensnrasets 6,904 6,968 4,738 4,793 2,166 oe 7 5 
PPEASENOLG MMIPNOVEMCHIS:r.vescicocsssescanncsstccasisiatsccasserareserer 1,710 1,793 854 908 856 885 
SOiLwareappliCAWON SYSLCUISi csvsescss-stecrerssesssatocscesteonevernre 255 ; = 
Oihice urine andic qWyp mien tiers ver. -ee-teeaatteaeseansnencsacsneese 1,604 1,475 1,226 1,235 378 240 
Helen hone SV Steranceenater we neteare: cp eserescaccessuat case rcctanncesccce ss e273 995 900 849 373 146 
AVELIIG | SS aeeeennee oat ne eRe ona eer dette ec ercrceccccn.scnsteeteceanesseers 826 866 600 681 226 185 

12,872 12,097 8,318 8,466 4,554 3,631 
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NOTES TO FINANCIAL STATEMENTS—Continued 


During the year, the Centre began capitalizing the costs 
for its software application systems. The amortization of 
these costs will commence in the year the systems become 
operational. Amortization expense for the year is $1,267 
(1997—$2,544). 


Endowment funds 


In 1987, the estate of the late John Bene established a 
fund to provide a postgraduate fellowship in the field of 
social forestry. The Centre administers this fund as well as 
other endowment funds such as the Governor’s Fund and 
the AIDS Fund. 











1998 1997 
Balance at the beginning of the 
WG ali eeresereee wene scores sescesanns sncerres==aee 202 208 
New Contributions) c--c1.0-s.s.2-dss.sesses 142 
InterestnG OMG s-cee-creser= ce raesecee nes 10 8 
EXPOSES trees. ceceeeeretaserenematesateeaeterrs (6) (14) 
Balance at the end of the year......... 348 202 
Joh Benes. ccsscesccssntaresee srereecuesv=scee 287 159 
Other ee ee ee crac ceedsenctte tees: eee 61 43 
Total endowment funds ................++ 348 202 
Accounts payable and accrued liabilities 
1998 1997 
Accrued liabilities—projects........... Ds (pap) 2,016 
Mradetpayvables=caavst-cscstseservensoccrsee 1,996 2,416 
Accrued annual and other leave 
beme fits Hee ih accent sear tees ae 1,882 1,814 
@therte sare r si ieroh aa eee eon ares 925 1,025 
6,925 GRP 


Restructuring liability 


During the year ended March 31, 1996, the Board of 
Governors approved a restructuring of the Centre’s 
programs and operations at its head office and regional 
offices. The total cost of this restructuring, which included 
severance packages paid to employees under the special 
compensation and assistance program and other related 


costs, was estimated at $5.5 million. As at March 31, 1998, 


an amount of $0.6 million (1997—$1.5 million) remains 
outstanding. A total of $0.9 million (1996—$2.5 million) 
was paid during the year. 


10. Deferred revenue 


iil 


Deferred revenue includes the unspent portion of funds 
received, or receivable on resource-expansion activities, as 
well as the portion of the supplementary Parliamentary 
appropriation (grant) received in March 1994 which has 
not yet been used as at March 31, 1998. Details of these 
balances are as follows: 











1998 1997 
Current 
Resource-expansion 
ACUIVIME Sheterae tet eeccenrsicriser 20,579 20,098 
Supplementary Parliamentary 
appropriation (grant) 
Health support—Africa ........ 3,838 4,258 
24,417 24,356 
Long-term 
Supplementary Parliamentary 
appropriation (grant) 
Health support—Africa ........ 6,394 7,774 
MO tallescestes seesesPesctess eavesercec nee! 30,811 32,130 


Of the total deferred resource-expansion activities, an 
amount of $15,285 (1997—$3,517) was received from 
CIDA and an amount of $1,078 (1997—$12,147) is 
receivable from this organization at year-end. A further 
amount of $3,600 (1997—nil) is also recorded as a prepaid 
expense. 


Supplementary parliamentary appropriation (grant) 


In March 1994, the Centre received a supplementary 
Parliamentary appropriation (grant) of $27 million. This 
money was restricted as follows: $15 million to underwrite 
a health-support package in Africa, and $12 million for the 
Micronutrient Initiative. While the portion relating to the 
Micronutrient Initiative was fully spent in 1995-96, the 
activity pertaining to the health-support package in Africa 
is still ongoing. For the fiscal year under review, revenue 
recognized on this activity amounted to $1.8 million 
(1997—$1.4 million). The remaining unspent portion of 
$10.2 million (1997—$12 million) is reported as a deferred 
revenue (see Note 10). 





International Development Research Centre 








NOTES TO FINANCIAL STATEMENTS—Concluded 


12. Resource-expansion activities 


3 


14. 


NS) 


Resource-expansion activities relate specifically to 
research conducted or managed by the Centre on behalf of 
other organizations. This research is funded by CIDA, 
other Government of Canada entities, and other agencies. — 
A breakdown of resource-expansion activities is provided 
below: 








1998 1997 
(GUD) Ae wa Brent She eo See 24,399 11,053 
Othera CenCles Pensa ceeerscterernen or see 4,345 6,112 
Other Government of Canada 
Entities see ee teenie 743 3,347 
29,487 20,512 


The Centre recovers overhead on resource-expansion 
activities. This amounted to $1,456 (1997—$1,667) of 
which $1,000 (1997—$735) was recovered from CIDA. 


Operating lease commitments 


The Centre has entered into various lease arrangements 
for staff accommodation in various countries and for office 
premises and equipment in Canada and abroad. The 
Centre’s lease agreement for premises at its head office 
expires in 2007. The total minimum annual payments under 
various lease arrangements will be as follows: 


NOD S=O9 ee, sesesssars suse ssecousdiievstsute tes Petites cessck 5,144 
P9OD-OO: scesscvssscarvesssveversauvsinss-dasesussdtbaiastedessss 4,893 
PAOLO OWES centre cree Peee Re Paes eee 4,660 
2 QUOD roveccsasvte tonsecsectecesae tevccprrencestecsseeecsass 4,683 
DOOD OS rertrccsertecrscctewe cece ee cette eaten 4,784 
DODSE OM ee reeresscterepecvete tececes coe neaeer tad teaseeaeasent 24,361 
HNO LAM ice este eres eect eee, woe cucent toevsateehuncen' sv 48,525 


Contractual commitments—project grants and project 
development 


The Centre is committed to make payments up to $135.3 
million during the next four years subject to funds being 
provided by Parliament or external partners and subject to 
compliance by recipients with the terms of project 
agreements. The Centre has also submitted formal grant 
offers to prospective recipients totalling $1.7 million and is 
awaiting acceptance of these offers. 


Related party transactions 


In addition to those related party transactions disclosed 
elsewhere in these financial statements, the Centre is 
related in terms of common ownership to all Government 
of Canada created departments, agencies and Crown 
corporations. The Centre enters into transactions with these 
entities in the normal course of business. 


International Development Research Centre 


16. Contingency 


life 


A claim of approximately $0.8 million relating to a 
leased property in India remains outstanding at the end of 
the year. Based on the advice of legal counsel, management 
is of the opinion that it is not possible to determine the 
amount of the liability, if any, that may result from 
settlement of this claim. 


The Centre is a defendant in other pending lawsuits. In 
management’s opinion, the outcome of these other actions 
is not likely to result in any material liabilities. 


Comparative figures 


Certain 1997 comparative amounts have been 
reclassified to conform to the financial-statement 
presentation adopted in 1998. 








LAURENTIAN PILOTAGE AUTHORITY 


STATEMENT OF MANAGEMENT RESPONSIBILITY 


The management of the Authority is responsible for the 
performance of the duties delegated to them by its Board of 
Directors. These include the preparation of the annual report 
and the production of its content, including the financial 
statements. The financial statements were prepared in 
accordance with generally accepted accounting principles on a 
basis consistent with that of the preceding year, and include 
estimates based on management’s experience and judgement. 


Management maintains books and records, financial and 
management control, information systems and management 
practices designed in such a manner as to provide reasonable 
assurance that: reliable and accurate financial information is 
produced on a timely basis; assets are safeguarded and 
controlled; transactions are in accordance with Part X of the 
Financial Administration Act and its regulations as well as the 
Pilotage Act and regulations and by-laws of the Authority and 
any directives given to it; resources are managed economically 
and efficiently, and that the operations of the corporation are 
carried out effectively. 


The Auditor General of Canada conducts an independent 
audit of the financial statements of the Authority in accordance 
with generally accepted auditing standards. 


The Board of Directors is responsible for ensuring that 
management fulfills its responsibilities for financial reporting 
and internal control, and exercises this responsibility through 
the Audit Committee composed of three directors whom are 
not employees of the Authority. The Audit Committee 
discharges the responsibilities conferred upon it by the Board 
of Directors, and meets on a regular basis with management 
and the Auditor General of Canada, who has unrestricted 
access to the Committee. 


Jean-Claude Michaud 
Chairman 


Yvon Martel 
Treasurer 


Montreal, Canada 


AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have audited the balance sheet of Laurentian Pilotage 
Authority as at December 31, 1997 and the statements of 
operations, contributed capital, deficit and changes in financial 
position for the year then ended. These financial statements are 
the responsibility of the Authority’s management. My 
responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Authority as 
at December 31, 1997 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that 
have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Pilotage Act and regulations and the by-laws of 
the Authority. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
February 9, 1998 





Laurentian Pilotage Authority 





BALANCE SHEET AS AT DECEMBER 31, 1997 
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ASSETS 


Current 


Accounts TEcetyables ces. .c-setncteeeetev sean 


(Gapitaleassets: (NOUS) meres mete errs 


Approved by the Authority: 


JEAN-CLAUDE MICHAUD 


Chairman 


PAUL-ANDRE MICHAUD 


Member 
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LIABILITIES 


Current 
Bank indebtedness 
Current portion of bank loans (Note 6) 
Accounts payable 


Long-term 
Provision for employee termination 
Benelitsr tte aieer tes seeceer eae. olen: 


Contengencies (Note 7) 
EQUITY OF CANADA 


Contributed capital 
DRAB eco ore eeeaceeee react oen eee creer 











1997 1996 
$ $ 
Sy fileskshe) 3,305,818 
548,497 94,090 
7,208,019 6,743,117 
8,327,905 10,143,025 
705,598 724,000 


4,015,446 2,276,035 





4,721,044 3,000,035 








13,048,949 13,143,060 





2,479,154 2,479,154 
(4,936,591) (4,102,254) 





(2,457,437) (1,623,100) 





NO S91eS12 11,519,960 

















STATEMENT OF OPERATIONS STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1997 


eee eee 





1997 1996 
$ $ 
Revenues Operating activities 
Pilotage chaneesresesssertasecutenceoateaeee 38,095,969 35,942,272 Netiloss fon ithe Veatirec.cecscscrseeent-eseee-ce 
Interest and other revenues ............0:06+ 89,313 76,388 Non-cash items 





AATMOTEIHA TION eee senses were eeetenen eeseers 
Increase (decrease) in the provision 
for employee termination 


38,185,282 36,018,660 





Expenses bene tits wer ceecsnctrcrsmdemesntecemeters ce 
Pilots’ fees, salaries and benefits ........... 31,946,066 31,957,728 
Operating costs of pilot boats ‘ ' 
@Noid:6) acssy, ere ees 4,081,134 4,033,788 Decrease (increase) in accounts 
Staff salaries and benefits... 1,721,381 1,643,994 receivable......... sestennnnnentsesencensseneeees 
Professional services and members’ Increase (decrease) in accounts 
allowalices nett ccna ee: 495,217 543,069 Payable ......ersseeeeseeeerseeecsseecsseeeroneesnens 
REN ALS cove teeter toe eeseoe teste teezecenerseed 189,276 186,154 
FunanGing GOStSrecreserterescovstreceee cree eeenee 1735368 48,328 


Investing activities 











Utilities, material and supplies... 109,824 108,897 NAO uC EAaR IC cnet 

Communications 100,123 103,768 eae gg eso? 

Transportation, travel and hospitality... 74,123 63,716 

Maintenance meena mernne atte, 28,210 38,542 Financing activities 

Other en ee ee nee 100,902 118,206 Parliamentary appropriations.............001 
=e = BankslOanigncesceeeescn ence eens 
39,019,619 38,846,190 Repayment on bank loans..........+.2.00000+ 

INetilossifomthesyeateeremtcrcenececnstere atenscers 834,337 2,827,530 





Bank indebtedness 
Increase (decrease) in cash 
iO} eit ESSE Phecnderseiacn saocscnate x dsa5ssbEeebec 
Balance, beginning of the year.............. 


Balance, end of the year............ccceeseeeeeee 


FOR THE YEAR ENDED DECEMBER 31, 1997 
































1997 1996 
$ $ 

(834,337) (2,827,530) 
311,183 318,008 
(18,402) 44,000 
(541,556) (2,465,522) 
689,828 (1,034,189) 
464,902 (978,239) 
613,174 (4,477,950) 
(72,563) (517,842) 
730,340 
2,500,000 629,860 
(306,182) (29,875) 
2,193,818 1,330,325 
2,734,429 (3,665,467) 
(3,305,818) 359,649 
(571,389) (3,305,818) 





STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1997 














1997 1996 
$ $ 
Balance, beginning of the year............... 2,479,154 1,748,814 
Parliamentary appropriation to 
finance the acquisition of capital 
assets of the previous year (Note 4)...... 730,340 
Balance, end of the yeat...............:..rr-er-rn 2,479,154 2,479,154 





STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1997 














1997 1996 
$ = 
Balance, beginning of the year..............00 4,102,254 1,274,724 
Netloss for the year vacewsssesecseecvesesescaseannses 834,337 2,827,530 
Balances end Ofte \eattece.s.ctcrtesstsgucvserses 4,936,591 4,102,254 














NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997 


Ike 


Authority and activities 


The Laurentian Pilotage Authority was established in 
1972 under the Pilotage Act. Its objectives are to establish, 
operate, maintain and administer in the interests of safety 
an efficient pilotage service within certain designated 
Canadian waters in and around the Province of Quebec. 
The Act provides that pilotage tariffs shall be fair and 
reasonable and assure a revenue which, together with any 
revenue from other sources, is sufficient to permit the 
Authority to operate on a self-sustaining basis. 


The Authority is a Crown corporation named in Part I of 
Schedule II] to the Financial Administration Act. The 
Authority is not an agent of the Crown and is exempt from 
income taxes. 


Significant accounting policies 


The financial statements of the Laurentian Pilotage 
Authority have been prepared in accordance with generally 
accepted accounting principles. The significant accounting 
policies used in the preparation of these financial 
statements are summarized below. 


Capital assets 


Capital assets obtained from Canada when the Authority 
was established were recorded at the then assigned values. 
Capital assets purchased subsequently by the Authority are 
recorded at cost. 


Capital assets are amortized using the straight-line 
method, at rates based on the estimated useful lives of the 
assets. 


The estimated useful lives for the major categories of 
capital assets for the purposes of calculating amortization 
are as follows: 


Buildings 10 years 
Pilot boats 10 and 15 years 
Furniture and fixtures 10 years 
Communications equipment 10 years 
Computer equipment 5 years 
Boarding facilities 15 and 20 years 
Wharf improvements 15 years 


Contributed capital 


The values assigned to the capital assets obtained from 
Canada when the Authority was established and the net 
cost of capital assets financed from parliamentary 
appropriations are recorded as contributed capital. 


Laurentian Pilotage Authorit 


Pension plan 


Employees participate in the Superannuation Plan 
administered by the Government of Canada. The 
employees and the Authority contribute equally to the cost 
of the Plan. This contribution represents the total liability 
of the Authority. Contributions in respect of current service 
and of admissible past service are expensed when paid. The 
terms of payment of past service contributions are set by 
the applicable purchase conditions, generally over the 
number of years of service remaining prior to retirement. 


The Authority is not required under present legislation 
to make contributions with respect to actuarial deficiencies 
of the Public Service Superannuation Account. 


Employee termination benefits 


On termination of employment, employees are entitled 
to certain benefits provided for under their collective 
agreements and their conditions of employment. Generally, 
the benefits equal one week of salary for each year of 
employment. The cost of these benefits is expensed in the 
year in which they are earned. 


Fair values of financial instruments 


The transactions related to accounts receivable, bank 
indebtedness and accounts payable are incurred in the 
normal course of business. The short-term borrowings from 
the bank are at a floating rate; the rate is the Canadian 
prime rate. The carrying amounts of each of these accounts 
approximate their fair value because of their short term 
maturity. There is no concentration of accounts receivable 
with any customer and, consequently, the credit risk is low. 


On December 31, 1997, the fair value of the bank loans 
is estimated at $4,653,483 ($2,479,146 on 
December 31, 1996) while the book value is $4,563,943 
($2,370,125 on December 31, 1996). This estimate is based 
on the future principal repayments discounted at current 
interest rates for similar loans. 


Parliamentary appropriations 


According to the new National Marine Policy, the 
Authority has no longer access to parliamentary 
appropriations. Therefore the Minister of Finance 
authorized the Authority to have recourse to bank loans for 
its financing. 








NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997—Concluded 


5. Capital assets 
















1997 1996 
Accu- Accu- 
mulated mulated 
amorti- amorti- 
Cost zation Net Cost zation Net 
$ $ $ $ $ $ 
Tata Sesecees ccc op ete exc ce een Seca eaeties soe nce cae 9,300 9,300 9,300 9,300 
| EXU TCG btn YeGiieereok hal ene ee sctono to see score co neneacecotcnacnnosttrenoeeeer DCO Se 31,612 25,960 Sys? 29,814 27,758 
Pilots boats.ccn.ssccsenee-ee- Biipys ee) 1,673,405 2,084,908 SWI ietcror? 1,477,793 2,280,089 
Furniture and fixtures 148,646 112,818 35,828 150,589 107,137 43,452 
Communications equipment... 149,530 98,711 50,819 161,037 100,724 60,313 
Computer SquipMe Mt cacssterceerses 266,418 160,381 106,037 29255 161,784 57,471 
Boatding facilities c.s-c-atesesseessee--es=> 303,344 212,291 91,053 303,344 204,003 99,341 
IVY biatih CHOP NOV EMICNISiceeneversactessndersnczereneet== 1,090,318 Sil2728 777,595 1,090,318 247,922 842,396 
5,783,441 2,601,941 3,181,500 5,749,297 2,329,177 3,420,120 


oo oooeoeoeaeaeeSsS=$qommo0 rom 


Amortization for the year is $311,183 ($318,008 in 1996) 














6. Bank loans 
1997 1996 
$ $ 
Loan to finance the acquisition 
of a pilot-boat matures in 2001 
and bears interests at a rate of 
7.23%. The capital repayments 
are calculated based on an 
amortization period of 15 years...... 2,276,035 2,370,125 
Loan to finance the cash 
deficit of the year 1996 
matures in 2002 and bears 
interests at a rate of 7.10%............. 2,287,908 
4,563,943 2,370,125 
MeSSs CUIMEDU POM OM ccescesecerersrseatsaes™ 548,497 94,090 
4,015,446 2,276,035 


As at December 31, the capital repayments of these 
loans for the following years are as follows: 





$ $ 
94,090 
548,497 101,114 
588,874 108,672 
632,199 116,771 
2,502,716 1,949,478 
PM NOP eer cce cer eA eC CR I COE CONTAC 291,657 





4,563,943 2,370,125 





The interests expenses in the amount of $168,264 
($139,332 in 1996) related to the bank loan to finance the 
pilot-boat are recorded in the item “ Operating costs of 
pilot-boats ”. 


7. Contingencies 


In connection with its operations, the Authority is the 
claimant or defendant or otherwise involved in pending 
claims and lawsuits. It is the opinion of management that 
these actions will not result in any material liabilities to the 
Authority. No provision has been recorded in the accounts 
in this regard. 


8. Commitments 


The future minimum payment commitments under an 
operating lease related to the rental of premises are as 
follows: 


$ 


154,506 
180,783 
186,039 
186,039 
186,039 
216,987 


1,110,393 











9. Related party transactions 


The Authority is related in terms of common ownership 
to all Government of Canada created departments, agencies 
and Crown corporations. The Authority enters into 
transactions with these entities in the normal course of 
business. 
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MARINE ATLANTIC INC. 


MANAGEMENT RESPONSIBILITIES 
FOR FINANCIAL REPORTING 


The preparation and presentation of the financial statements 
is the responsibility of Marine Atlantic Inc.’s management. 
These financial statements have been prepared in accordance 
with generally accepted accounting principles consistently 
applied using management’s best estimates and judgements 
that are considered appropriate to the Corporation’s 
circumstances. Management also relies on an actuarial report 
to record the activities of the pension fund. 


Management is responsible for the reliability and integrity 
of the financial statements including the notes to the statements 
and other financial information contained in the annual report. 
In addition, management is also responsible for maintaining 
books of account, information systems, systems of financial 
and management control, and a comprehensive internal audit 
program. These managerial controls and procedures are 
intended to provide reasonable assurance that accurate 
financial information is available, that assets are safeguarded 
and controlled, that resources are managed efficiently, and that 
transactions are conducted in accordance with relevant 
legislation and the articles of incorporation and by-laws of the 
Corporation and its wholly owned subsidiary. 


The Board of Directors is responsible for ensuring that 
management fulfills its responsibilities for financial reporting 
and internal control. The Board, in its capacity as the Audit 
Committee, fulfills this responsibility. The Committee reviews 
matters related to accounting, auditing, internal control 
systems, and the financial statements. 


The Auditor General of Canada, the independent auditor of 
the Corporation appointed under the Financial Administration 
Act, has audited the Corporation’s financial statements in 
accordance with generally accepted auditing standards. The 
independent auditor had full and unrestricted access to the 
Board of Directors in its capacity as the Audit Committee to 
discuss his audit and related findings and the adequacy of the 
system of internal control. 


The financial statements and the annual report have been 
approved by the Board of Directors. 


D. J. Weaver, CA 
Vice-President, Finance and Administration 


Rod Morrison 
President and CEO 


Moncton, Canada 
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AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have audited the balance sheet of Marine Atlantic Inc. as at 
December 31, 1997 and the statements of earnings, deficit and 
changes in financial position for the year then ended. These 
financial statements are the responsibility of the Corporation’ s 
management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at December 31, 1997 and the results of its operations and 
the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
and of its wholly-owned subsidiary that have come to my 
notice during my audit of the financial statements have, in all 
significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Marine 
Atlantic Inc. Acquisition Authorization Act and the articles of 
incorporation and by-laws of the Corporation and its wholly- 
owned subsidiary. 


L. Denis Desautels, FCA 


Auditor General of Canada 


Ottawa, Canada 
March 6, 1998 





BALANCE SHEET DECEMBER 31, 1997 
(with comparative figures for 1996) 
(stated in thousands of dollars) 


Oe 


LIABILITIES AND SHAREHOLDER’S 





























ASSETS 1997 1996 DEFICIENCY 1997 1996 
Current assets Current liabilities 
(GaSb eereresece cet anasecenens croteidantederseccensenacntes 6,972 748 Bank indebtedness ...........sc0:cessceeurerssseeeees 381 
Accounts receivable, net (Note 3)...........+ 4,576 ayarks) Accounts payable and accrued liabilities... 11,409 135323 
Receivable from Government of AGcruied VaCatiOn Pay.....---.---.scs.ccensrsacennees 4,806 8,453 
@anadai (Note A) Myre scessssestescenestnteerne 31,077 4,569 Payable to subsidiary ..........scesesesesessesesess 2,989 5,901 
Inventory of fuel and supplies 2,399 5,141 Accrued separation benefits ............1 1,635 3,258 
Prepaid! ©Xpenses <:.a:.-rccsves-cee-cneeaes eS 00 es 1 Oe Losses of subsidiary in excess of the 
48,614 19,415 cost of the investment (Note 6)............. 2,334 9,399 
Capital assets (Note 5) .......cceseseesesereeeeseseees 217,022 306,660 Current portion of provision for 
restructuring (Note 7)........scssccseeeeeeeees 24,619 57,822 
47,792 98,537 
Provision for restructuring (Note 7)............++ DMPA 8,477 
Deferred capital assistance ...........:1eseeeeeee 217,022 306,660 
SHAREHOLDER’S DEFICIENCY 
Share capital (Note 8) ............:sssssrsseeeonsesens 258,530 258,530 
ID Yes 8 (elias paronchno shana ooneeneouasec oan ok aneaIO ao (278,929) (346,129) 
(20,399) (87,599) 
Commitments and contingencies (Note 11) 
Subsequent event (Note 13) 
265,636 326,075 265,636 326,075 
See accompanying notes to financial statements. 
On behalf of the Board: 
MOYA CAHILL 
Director 


HEATHER A. STILWELL 
Director 
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STATEMENT OF EARNINGS 


YEAR ENDED DECEMBER 31, 1997 
(with comparative figures for 1996) 


(stated in thousands of dollars) 









































1997 1996 
Revenue 
Gommercialireventes er ceissesnss 58,706 94,115 
Provincial ferry service contract 
(INO t629)) iene eecge easueccscstemyiee coos 11,579 
(@hartenre venue estrcts tener tees 940 4,902 
T2225) 99,017 
Operating expenses 
Wie Ce Sta DG tnene tise ery comets 58,704 90,458 
PRUE] a arc see sa eest sees sega: aes Seaeen 16,710 20,732 
Materials ote ctr tr tent vac tte teeceee 10,947 16,539 
Gontractedisenvices seeec.. tee 12,676 15,927 
Insurance, rent and utilities................. 5,174 8,226 
QOUDED s,s wets enventtecrrens eats tetec ce hesce 4,989 Sols) 
Charter expenses 2300 7,293 
PeEPAaratiOn! DENCH (Sr aaes see eser see ree 61 Pee 
PSENOL ZA TLO Uiseeev coca e-teceeeesoeseree eters ee 22,375 31,108 
133,947 198,054 
Loss from operations before 7 
provision for restructuring and 
parliamentary appropriations.............. 62,722 99,037 
Restructuring 
Write down and loss on disposal 
of capital assets (Note 5)............... 69,251 
Provision for restructuring (Note 7).... 23,489 67,511 
Loss from operations and restructuring 
before parliamentary appropriations... 155,462 166,548 
Parliamentary appropriations 
PRES CELICEUITIM Sees eeene. cnereaes. sneee secon te 79,861 
OM ETALL ONS 2b sae secks cas Sevaer co ttovenroeceet 44.110 67,551 
Amortization of deferred capital 
AS SISTA CO sco senccasacseteet anne cscees eee es cect ie 91,626 31,108 
Earnings (loss) from continuing 
OPETALLON Soe yess atten tence nee cseeeraceeveras 60,135 (67,889) 
Gain (loss) from discontinued operation 
(ON ES{E=N(0) Jee orere pac ereasc tec nec sa es eeeace ene 7,065 (7,408) 
INGtreammim oS) (LOSS). rscsareccroesee acccosseceeant 67,200 (75,297) 
See accompanying notes to consolidated financial statements. 
STATEMENT OF DEFICIT 
YEAR ENDED DECEMBER 31, 1997 
(with comparative figures for 1996) 
(stated in thousands of dollars) 
1997 1996 
Deficit, beginning of year...........0.....0.0+ (346,129) (270,832) 
PNG IMC ATIMIN DS) (LOSS) vezdactesceteescoeres -scceeceeaxtes 67,200 (75,297) 
MDE TIGILEVOTIG Oli CAL sreccceccere-ercet estes cee cacer ere (278,929) (346,129) 





See accompanying notes to consolidated financial statements. 
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STATEMENT OF CHANGE IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1997 


(with comparative figures for 1996) 


(stated in thousands of dollars) 








Cash provided by (used in ) 
Operations 
Earnings (loss) 
from continuing operations ........... 
Items not involving cash 
ZANT OTUI Atl OD eeeeseeeeese ere eeeeees eaeaeeene 
Write down and loss on disposal of 
capital assets due to 
HE SUNG LUNN Piseee ees estenan eee eee 
Amortization of deferred capital 
ASSIS PANCC ers. 2.tee vee ine ere eee 
Increase (decrease) due to 
provision for restructuring.......... 
Change in other non-cash 
operating working capital........... 


Financing 
Capital assistance (Note 4)..............+ 
Investments 
Expenditures on capital assets ............ 
Proceeds on disposal of capital 
ASSCLS: sencwers savsscnod seo eeecesacset aceeeece 


Increase (decrease) im GaSlis.acossecreeseres-< 
Casha beommnin gol veareesnemeemeeteees 


(GENS Hy EVOL NE WSBT pope ccoteenooceoenuerrdeaonncer 


Cash is comprised of the following 
Cash 2 ciced. cpavsssssvecnters dee ereitieiecee wat 
Bankaindebtcdnessivceenssscuencesereree 











1997 1996 
60,135 (67,889) 
22,375 31,108 
69,251 
(91,626) (31,108) 
(20,459) 66,299 
(33,071) (260) 

6,605 (1,850) 

593 4,157 
(1,988) (4,874) 

1,395 TAF 

(593) (4,157) 
6,605 (1,850) 

367 2,217 

6,972 367 

6,972 748 
(381) 
6,972 367 








See accompanying notes to consolidated financial statements. 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997 
(stated in thousands of dollars) 


ile 


Nature of operations and authority 


The Marine Atlantic Inc. Acquisition Authorization Act 
was proclaimed in 1986. In accordance with the Act, the 
Corporation’s articles restrict the business it may carry on 
to the acquisition, establishment, management and 
operation of a marine transportation service, a marine 
maintenance repair and refit service, a marine construction 
business and any service or business related thereto. Its 
corporate mission is “to provide quality, safe and efficient 
marine transportation and hospitality services”. Marine 
Atlantic Inc. is a Crown corporation listed in Schedule II, 
Part I of the Financial Administration Act and is not 
subject to income tax under the provisions of the /ncome 
Tax Act. 


The Corporation’s activities are also governed by 
agreements negotiated with the Government of Canada 


subject to parliamentary approval. The agreements provide, 


among other things, for the Corporation to receive 
parliamentary appropriations for operations from the 
Government of Canada to the extent that the cost of 
providing ferry, coastal, terminal and water services is not 
recovered from commercial revenues. In addition, the 
acquisition of capital assets, restructuring costs, and 
Newfoundland Dockyard Corporation funding 
requirements are also governed by agreements, subject to 
parliamentary appropriation. As a result, the Corporation is 
economically dependent on the Government of Canada for 
the funds it receives through these arrangements. 


The Corporation transferred and closed certain services 
in 1997, as approved by the Government of Canada as 
follows: 


e The transfer of the Bay of Fundy services to a private 
sector operator on April 1, 1997. 


e The closure of the New Brunswick - Prince Edward 
Island service on May 31, 1997. 


e The transfer of the service known as the Newfoundland 
and Labrador Coastal service to the Government of 
Newfoundland and Labrador on April 1, 1997 (see also 
Note 9). 


e A wholly-owned subsidiary, Newfoundland Dockyard 
Corporation ceased operation in 1996 and the 
Corporation has entered an agreement to sell this 
operation to a private operator pending final resolution 
of outstanding issues. 


e Coastal Transport Limited, a wholly-owned subsidiary, 
was sold to a private operator effective January 1, 1997 
(see also Note 10). 


The Corporation will continue to operate the Nova 
Scotia to Newfoundland service as a federal Crown 
corporation. This service encompasses the year-round ferry 
service between North Sydney, Nova Scotia and Port aux 
Basques, Newfoundland and the seasonal summer service 
from North Sydney, Nova Scotia to Argentia, 
Newfoundland. This service represented approximately 
seventy-five percent of total commercial revenues in 1997. 


Significant accounting policies 
(a) Basis of presentation 


The financial statements are prepared in accordance 
with generally accepted accounting principles. During 
the year the Corporation continued to carry out its 
formal plan for the sale of the operations of the 
Newfoundland Dockyard Corporation. Accordingly, 
the investment in this subsidiary is accounted for at the 
lower of net realizable value and the carrying value of 
the investment using the equity method (1996-equity 
method) (see also Note 6 concerning Newfoundland 
Dockyard Corporation). 


These financial statements include the accounts on a 
consolidated basis of its wholly-owned subsidiary, 
Coastal Transport Limited, in 1996 only, as this 
subsidiary company was sold effective 

January 1, 1997 (see also Note 10). 


(b) Parliamentary appropriations 


Parliamentary appropriations fund operating expenses, 
capital additions, restructuring costs and payments to 
the subsidiary in excess of commercial revenues and 
are included in income for the year. Funds related to 
capital additions are recorded as deferred capital 
assistance in the year in which the related capital 
assets are acquired, and are amortized to income on 
the same basis and over the same periods as the related 
capital assets are amortized or written off. Any 
difference remaining represents a receivable from 
(payable to) the Government of Canada. 


(c) Management estimates 


The preparation of the financial statements requires 
management to make estimates and assumptions that 
affect the reported amount of assets, liabilities, 
revenues, expenses and the disclosure of contingent 
liabilities at the date of the financial statements. 
Despite the use of the Corporation’s best estimates, it 
is reasonably possible that the amounts for the 
following balance sheet items and related expenses 
could change materially in the near term: the net 
recoverable amount for capital assets (see also 

Note 5), losses of the subsidiary in excess of the cost 
of the investment (see also Note 6), provision for 
restructuring (see also Note 7), future liabilities for 
workers’ compensation benefits (see also Note 1 1(e)), 
litigation (see also Note 11) and pensions (see also 
Note 12). 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


(d) Fair values 


(e) 


(f) 


(g) 


The fair values of financial instruments are determined 
as follows: 


e Current portion of provision for restructuring - 
using cash flows of estimated future payments 
without discounting (see also Note 7). 


e Provision for restructuring - using discounted 
cash flows of estimated future payments based on 
current interest rates (see also Note 7). 


e Pensions - the value of the accrued pension 
benefit is based on an extrapolation of the 
actuarial valuation at December 31, 1995 using 
management’s best estimate assumptions. Pension 
plan assets are valued at market as at 
December 31, 1997 (see also Note 12). 


Inventory of fuel and supplies 


Inventories are valued at the lower of cost and 
replacement cost. Cost is determined on a weighted- 
average basis. 


Capital assets and amortization 


Capital assets in use are carried at cost less 
accumulated amortization. Amortization is calculated 
at rates sufficient to write off capital assets over their 
estimated useful lives generally on a straight-line 
basis. The rates for significant classes of capital assets 
are as follows: 


Capital Asset Rate 
Vessels 5% 
Terminal properties 2.5% 
Equipment 10%, 12.5% and 25% 


Leasehold improvements lesser of 5 years or 


term of lease 


Capital assets held for resale are carried at their 
estimated net realizable value. Once a capital asset is 
taken out of service and the estimated net realizable 
value is less than the recorded net book value, a write 
down is made with an offsetting charge to deferred 
capital assistance. 


Vessel spare parts 


The Corporation maintains spare parts for vessels in 
service. The cost of spare parts is charged to 
operations when the spare parts are acquired. 


(h) Foreign currency translation 


Monetary assets and liabilities denominated in a 
foreign currency are translated at exchange rates in 
effect at the balance sheet date. Non-monetary assets 
and liabilities, revenues and expenses are translated 
using exchange rates in effect at the date of the 
transaction. Commitments and contingencies 
denominated in foreign currencies are translated at 
exchange rates in effect at the balance sheet date. 


(1) Employee compensation 


(1) Pension plans 


Current service costs are actuarially determined 
and charged to operations as they accrue based on 
services rendered during the year. Adjustments 
arising from experience gains and losses are 
amortized over periods from six to fourteen years. 
The Corporation recognizes a partial pension plan 
curtailment due to restructuring activities as 
appropriate. Any net gain on curtailment is offset 
against restructuring costs. 


(11) Personal injury costs 


Certain employees, retired or unable to perform 
their duties temporarily as a result of work-related 
injury, receive specified benefits administered and 
paid by the workers’ compensation boards of the 
four Atlantic provinces. The Corporation 
recognizes the payments as an expense in the year 
paid to the workers’ compensation boards and 
therefore no amounts have been recorded in the 
financial statements for anticipated future costs 
which may be significant (see also note | 1(e) 
concerning commitments and contingencies 
related to workers’ compensation benefits). 


(j) Provision for restructuring 


The Corporation recognizes liabilities for termination 
benefits, related to employees to be terminated as a 
result of restructuring, when the decision has been 
approved by the Government of Canada for such 
restructuring and an estimate can be reasonably 
calculated of the anticipated costs. The anticipated 
costs relate to specific agreements that have been 
reached covering most employees’ unions and 
management’s intentions for planned termination 
benefits for other employees. The nature of the 
liability includes severance payments, interim 
payments to bridge employees until pension 
entitlement and certain long-term health care benefits. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


3. Accounts receivable, net 
Accounts receivable, net are comprised of the following: 
1997 1996 
nade receivables mn teresssteateereetenee => 2,664 3,206 
Insurance receivable, net.............-+00+- 1,061 SP 
Otherveceivables MCE teenuecacennenasuss 851 1,451 
4,576 5,579 
The Corporation provides services to numerous 
customers, however five customers represent forty-eight 
percent of the trade receivables. The insurance receivable 1s 
from one broker representing a number of insurers. The 
other receivables consist of a variety of items not related to 
the above. 
4. Receivable from Government of Canada 
As described in note 2 (b), the Corporation receives 
appropriations from the Government of Canada to fund 
operations, capital purchases, losses and closure costs of 
the Newfoundland Dockyard Corporation, and for 
restructuring. Appropriations received from the 
Government of Canada were used as follows: 
1997 1996 
Receivable from Government of 
Canada, beginning of year........... 4,569 1,180 
Cash received during the year......... (98,511) (85,692) 
Used for 
QO perationse car cccrseeeacctescmteareset 44,110 67,551 
Restructuring costs 79,861 
(Gre Ea y Are wee ore rote 593 4,157 
Paid and payable to Newfoundland 
Dockyard Corporation 
(SGEINOTC 6) cet eet Scspere: aceenseetenes 455 iesies) 
Receivable from Government 
of Canada, end of year................ 31,077 4,569 
A-262 


The Corporation recognizes management's best 
estimate of costs associated with site remediation and 
clean-up, adjustment of the pension expenses, lay-up 
of vessels and miscellaneous expenses required to 
carry out the Corporation’s formal plans related to 
restructuring when the decision has been approved by 
the Government of Canada and an estimate can be 
reasonably made (see also Notes 2 (c), 2 (d) and 7). 




















Capital assets 








1997 1996 
Accu- 
mulated Net Net 
amorti- book book 
Cost zation value value 
ViesselSinmucamenncc: 366,006 203,764 162,242 219,035 
Terminal 
properties .......... 81,564 29,179 52,385 81,841 
Equipment............. 18,436 16,598 1,838 5,185 
Leasehold 
improvements... 837 280 2))/ 599 








466,843 249,821 217,022 306,660 








Included on the Statement of Earnings is a write down 
and loss on disposal of capital assets due to restructuring of 
$69,251 (1996—nil). A write down of $15,759 was made 
(1996—nil) for the assets held for resale and not used in 
operations to their estimated net recoverable amount 
reflecting current and anticipated market conditions. The 
loss on disposal of $53,492 (1996—nil) relates to assets 
transferred, sold and demolished as a result of restructuring 
carried out. 


Discontinued operations 


During the year, the Corporation continued to carry out 
provisions of its formal plan for the sale of a subsidiary, the 
Newfoundland Dockyard Corporation. Execution of this 
plan has resulted in the closure of the operation, the 
termination of all employees, and planned asset disposal in 
1998. Accordingly, the subsidiary is not being 
consolidated. The investment in the subsidiary is accounted 
for at the lower of the net realizable value and the carrying 
value of the investment using the equity method (1996— 
equity method). 


The results of the subsidiary’s operations are as follows: 




















1997 1996 

REVENUE here oe se ies. .eeete eee eee Heyy 35153 
Operating SX PENSeSunc.cavs-sastsuvere-eecnee 71 8,990 
Income (loss) before government 

ASSISATICE:srageetegtree tro eteenerecoeoee 86 63237) 
Government operating assistance..... 53237) 
Operating income for the year ......... 86 
Closure \COSESIAY S.cse-rrees-coeconseeseences (1,541) (19,544) 
Government closure assistance ........ 455 LAS 
Loss from discontinued 

operation before extinguishment 

OPED ent ee are remcrc ene: (1,000) (7,408) 
Extinguishment of debt.................+ 8,065 
Income (loss) from 

discontinued operation...............++ 7,065 (7,408) 
Increase (decrease) in investment 

INSUDSIGUATY c.cnseaccersysuccssnnnsacedert 7,065 (7,408) 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


Newfoundland Dockyard Corporation had nil sales to 
the parent company (1996—$4). 


The amounts of the assets and liabilities of the 
subsidiary at December 31 which are not consolidated, are 
summarized as follows: 


1997 1996 
(QUTTORTRASSEIR 2a). teenacpaere te ee eared =) 837 
Receivable trom! patentee nrercte cee: 2,989 5,901 
(Gapitaliassetsicccsecet.vse-seree:teveeses sooo | 1 
2,995 6,739 
Less 
Bankuinde btednessje-c se eee tre 1,444 
ACCOUNTS Paya lew csscnsersscrcseensen: 386 230 
Provision for closure costs ........... 3,667 3,000 
Separation costs payable .............. 1,276 3,399 
Won p-term GED EN cesersceceeeteeeoeneoowets 8,065 
5,329 16,138 
Losses of subsidiary in excess of ill nash ace 
the cost of the investment ............ 2,334 9,399 


The results of the subsidiary’s change in cash position is 
as follows: 














1997 1996 
Cash provided by (used in) 
Operations 
Income (loss) from 
discontinued operation.......... 7,065 (7,408) 
Items not involving cash 
Extinguishment of debt......... (8,065) 
Amortization of deferred 
capital assistance.............. (6,577) 
Provision for write down 
of assets held for sale ....... 11,578 
Change in non-cash 
operating working capital...... (463) 6,894 
(1,463) 4,487 
Financing 
Receivable from parent ............ 2,912 (5,570) 
2,912 (5,570) 
Investment 
Expenditures on capital 
ASSCUS¢acee eee. ns teed ents (59) 
Increase (decrease) in cash 
from discontinued operation .......... 1,449 (1,142) 
Cash position, beginning of year........ (1,444) (302) 
Cash position, end of year.................. 5 (1,444) 
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The subsidiary has recognized a liability based on 
management’s best estimate for employee termination 
benefits related to closure. The liability for termination 
benefits of $1,276 (1996—$3,399) is based on 
management’s assertion that the amounts recognized are 
complete and will not be subject to material changes upon 
final settlement of an outstanding former employees’ union 
challenge to an arbitration decision on this matter. 
Depending upon the final outcome of this issue, the actual 
amount could be materially higher than the estimate 
recorded by management. These liabilities are calculated 
using discount factors at current interest rates. 


The provision for closure costs pertaining to 
environmental concerns of $3,000 (1996—$2,000) relates 
to site remediation and reclamation including the clean up 
of oil seepage that has occurred on the land occupied by the 
subsidiary. Management’s estimate of these costs is based 
upon consultants’ reports, the requirements of presently 
enacted laws and regulations, and the professional 
judgment of management. However, management is not 
able to precisely determine the extent of future clean-up 
costs that will arise in this regard. 


As aresult of the closure of the subsidiary, the liability 
for outstanding workers’ compensation benefits in the 
provision for closure costs of $667 (1996—$800), which 
prior to 1996 had been accounted for as an expense in the 
year paid, is based on management’s best estimate. The 
amount recorded for other costs in the provision for closure 
costs is nil (1996—$200). Management believes that future 
payments will not be materially different in the near term. 
This liability is calculated based on expected discounted 
cash flows at current interest rates. 


Long-term debt consisted of a Province of 
Newfoundland debenture bearing interest at 16.55% and 
maturing in 2008. Under the terms of the debenture, 
payment of non-cumulative annual interest and principal 
were required to the extent that annual funds were available 
from operations. As Newfoundland Dockyard Corporation 
ceased operation, the Province of Newfoundland and 
Labrador extinguished the $8,065 debt on March 31, 1997. 


The results of the subsidiary’s operations includes a 
charge to expenses for total closure costs of $1,541 
(1996—$19,544). This consists of nil (1996—$10,454) for 
employee termination benefits, $1,000 (1996—$2,000) for 
site remediation and clean-up, nil (1996—$800) for 
workers’ compensation benefits and $541 (1996—$6,290) 
for other closure costs. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


le 


Provision for restructuring 


Marine Atlantic Inc. transferred the Bay of Fundy and 
the Newfoundland and Labrador Coastal services on April 
1, 1997 and closed the New Brunswick to Prince Edward 
Island service on May 31, 1997. The Government of 
Canada, through the Minister of Transport, directed the 
Corporation to transfer the Bay of Fundy services to a 
private operator chosen by the Department of Transport, 
and directed the Corporation to transfer the Newfoundland 
and Labrador Coastal service to the Province of 
Newfoundland and Labrador. The closure of the service 
between New Brunswick and Prince Edward Island was the 
result of the opening of the Confederation Bridge on 
June 1, 1997. Funding of costs related to these service 
divestitures is governed by agreements with the 
Government of Canada, subject to parliamentary approval 
(see also Note 2 (b)). The financial statements include the 
revenues and expenses for the above services for the period 
operated by Marine Atlantic Inc. 


Management’s estimate for the liabilities associated 
with restructuring at December 31, 1997, including current 
and non-current amounts is: 


1996 


Employee termination benefits.......... 50,094 70,853 
Site remediation and clean-up, lay- 

up of surplus vessels and other 

TES (MICH Py COSIS ren ceeyececensesceeers 1,700 
PensiomacjUstmention ner: teseertese ees (4,254) (6,254) 





Provision for restructuring................. 45,840 66,299 
essiGunrent:pOULODe es teetenesee eee: 24,619 57,822 


Non-current portion........ccceceeseeesereeee PAG221 8,477 


The Corporation’s estimate of employee termination 
benefits is based upon special termination agreements with 
unionized employees which cover most of the employee 
groups affected by the transferred and closed services. For 
other employees a separate termination benefit program is 
in place. These arrangements were used to estimate a 
liability in 1996 for planned workforce reduction based on 
its employee requirements after the restructuring as 
outlined in the Corporation’s formal plans. The 
Corporation updated this estimate based on actual 
experience and new data. Termination costs related to the 
transfer of the Newfoundland and Labrador Coastal service 
were recognized in 1997 after approval by the Government 
of Canada. The statement of earnings includes a charge of 
$23,489 (1996—$67,511) for this as well as the 
restructuring costs for other services. The estimate could be 
significantly different if the key assumptions used by 
management for major determinants of the estimate vary 
from those planned. The Corporation made significant 
assumptions in preparing this estimate, including: interest 
rates for discount factors for the non-current portion of the 
liability, planned termination dates and the number of 
terminations. 


Site remediation and clean-up activities related mainly 
to New Brunswick - Prince Edward Island service and have 
been completed in 1997. The Corporation believes that any 
future site remediation and clean-up costs related to the 
Bay of Fundy services and the Newfoundland and 
Labrador Coastal service are to be borne by the 
Government of Canada. 


The pension adjustment credit for 1997 for $4,254 
(1996—$6,254) related to the recognition of a partial 
pension plan curtailment as a result of terminations in 
1997. The Corporation’s actuary determined this estimate 
based on management’s assumptions. 


The net book value of capital assets related to the 
Newfoundland and Labrador Coastal service is nil (1996— 
$25,160) and for the Bay of Fundy and New Brunswick to 
Prince Edward Island services is $2,000 (1996 — $34,715). 
Capital assets related to the Newfoundland and Labrador 
Coastal service were transferred to the Government of 
Canada in December 1997. Commercial revenues and 
operating expenses were $1,418 (1996—$19,797) and 
$5,381 (1996—$24,386) for the Bay of Fundy services, 
$7,472 (1996 —$23,465) and $17,247 (1996—$37,046) for 
the New Brunswick - Prince Edward Island service, and $6 
(1996—$5,561) and $961 (1996—$16,176) for the 
Newfoundland and Labrador Coastal service, respectively. 


Share capital 


The authorized share capital of the Corporation is 
comprised of an unlimited number of common shares of no 
par value. As at December 31, 1997, 517,061 (1996— 
517,061) shares at $.50 (1996—$.50) per share have been 
issued and fully paid. 


Provincial ferry service contract 


On March 28, 1997, the Governments of Canada and 
Newfoundland and Labrador (the Province) signed an 
agreement transferring all responsibility for the operation 
of marine freight and passenger services on and to the coast 
of Newfoundland and Labrador to the Province effective 
April 1, 1997. An agreement was executed between the 
Province and the Corporation for the Corporation to 
operate the service on behalf of the Province for the nine 
month period April 1 to December 31, 1997. This 
agreement outlined the required provision of services, and 
specified the arrangements for a cost recovery contract. 
Payments from the Province were made in agreed upon 
monthly installments with an adjustment at December 31, 
1997 based on actual costs calculated in accordance with 
the agreement. Revenues for the nine month period were 
$5,623 and costs were $17,202 for a net requirement of 
$11,579 from the Province. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


10. Related party transactions 


The Corporation is related in terms of common 
ownership to all Government of Canada created 
departments, agencies and Crown corporations. The 
Corporation enters into transactions with these entities in 
the normal course of business. In addition to these 
transactions, the Government of Canada provides funding 
to the Corporation as described in Note 2 (b). As part of the 
restructuring activities certain capital assets were 
transferred to the Government of Canada for nil proceeds. 


Coastal Transport Limited, a wholly owned subsidiary, 
was acquired from the Province of New Brunswick in 1978 
to provide intra-provincial ferry service pursuant to annual 
funding and operating agreements with the Province. The 
Corporation, with the consent of the Province of New 
Brunswick, entered into an agreement with a former senior 
officer of the Corporation for the sale and purchase of this 
subsidiary for its net book value of five hundred dollars 
with effect from January 1, 1997. Approval from the 
Government of Canada was granted by Order-In-Council 
P.C. 1997-4/924 dated July 3, 1997. 


. Commitments and contingencies 


(a) The total amount required to complete contracted 
capital assets under construction at December 31, 1997 
is estimated to be $28 (1996—$659). 


(b) The Corporation makes use of property which is 
available through operating leases, ending in 1998. 
The minimum annual lease payments for 1998 are 
$565. 


(c) The Corporation is in receipt of claims estimated at 
$7,500 (1996—$4,700) (excluding Note 11 (f)). 
Management has recognized as an accrual their best 
estimate of the liability and they do not foresee this 
being materially higher in the near term. 


(d) The Corporation has guaranteed the bank indebtedness 
of Newfoundland Dockyard Corporation, a subsidiary. 
The bank indebtedness position of Newfoundland 
Dockyard Corporation as at December 31, 1997 is nil 
(1996—$1,444). 


(e) The Corporation’s bank has provided a letter of credit 
in favour of Workplace Health, Safety and 
Compensation Commission of New Brunswick to 
guarantee payment of future liabilities in the amount of 
$4,200 (1996—$4,500). Management has not 
recognized any costs that will be associated with future 
workers’ compensation benefits. There are four 
provinces to which the Corporation will have future 
liabilities for past injury claims. It is expected that 
these costs may be significant given that total 
payments in 1997 for these claims was $1,503 (1996— 
$1,700) (see also Note 2 (j) (ii). 
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(f) The Corporation has provided five letters of guarantee 
in the total amount of $2,178 (1996—$2,268), to five 
creditors of a charter company. The guarantees were 
given to obtain the release of a vessel of the 
Corporation from arrest, which occurred when the 
company that had the vessel under charter went 
bankrupt. The Corporation has guaranteed to pay the 
creditors certain claims when and if they are deemed 
by the courts to be valid. Such costs will be included in 
operating expenses as incurred or when reasonable 
estimates can be made. 


(g) The Corporation has provided a parent company 
guarantee covering the performance of its subsidiary, 
Newfoundland Dockyard Corporation, in the 
fabrication of certain Hibernian-related components 
delivered in June 1997. This guarantee extends 
through the warranty period expiring in December 
1999 on this $2,300 project. The Corporation has 
provided a letter of credit in the amount of $117 toa 
customer of the subsidiary in exchange for the early 
advance of hold back amounts. Any costs incurred as a 
result will be included in operating expenses. 


12. Pensions 


The Corporation maintains a defined benefit pension 
plan covering substantially all of its employees. Benefits 
generally are based on employees’ length of service and 
rate of pay. The last actuarial valuation as at December 31, 
1995 identified a net surplus for the plan. 


The present value of pension plan benefits and current 
pension expense are actuarially determined based on 
assumptions provided by the Corporation’s management. 
The most significant of these are an interest rate of 8% 
(1996—8.0%) and wage increases of 5% plus merit 
increases (1996—5.0% plus merit increases). Differences 
in actual future interest rates and wage increases could 
result in materially different pension obligations. 





NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Concluded 


The Corporation’s pension costs and obligations as at 
December 31 consist of: 











I)y/ 1996 
Pension fund assets (market value)......... 474,717 438,112 
Pension Ob PathOns':cr-csqcscaccesorscsearescesee 383,214 370,377 
Determination of pension expense 
for the year is calculated as 

(Cuirent/ServiGe COSts casnencterentecsen cere 3,109 4,366 

Interest on pension obligations........... 28,794 27,771 

Return on fund assets (31,409) (29,662) 

Others esses see oees evs cetstoconosacecessceevenotee (1,104) (584) 
Pension expense (INCOME)..........::c6:eee (610) 1,891 


The cumulative difference of $2,514 (1996—$1,892) 
between the amounts expended and funding contributions 
is included in the balance sheet as a component of prepaid 
expenses. 


A partial curtailment of the pension plan occurred in 
1997 due to restructuring activities initiated in 1996. In 
1996, a net gain of $6,254 on the planned curtailment was 
accounted for as a reduction in the provision for 
restructuring costs. The gain was reduced in 1997 to $4,254 
and the statement of earnings includes an adjustment of 
$2,000 to the provision for restructuring costs. 


13. Comparative figures 


Certain comparative figures have been reclassified to 
conform with the financial statement presentation adopted 
in 1997. In addition, the comparative figures are on a 
consolidated basis for the accounts of Coastal Transport 
Limited. 
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MONTREAL PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID COLLENETTE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have audited the balance sheet of Montréal Port 
Corporation as at December 31, 1997 and the statements of 
earnings, contributed capital and retained earnings and changes 
in financial position for the year then ended. These financial 
statements are the responsibility of the Corporation's 
management. Our responsibility is to express an opinion on 
these financial statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET AS AT DECEMBER 31, 1997 
(in thousands of dollars) 











ASSETS 1997 1996 
Current assets 

LETS heesteter pe eerre CE ERECeCEETCEE EEE Ee oe 971 176 
Short-term investments (Note 3)............ 35,281 35,971 
Accounts recetvablescs.:ese-cessseeseeves <oenee 11,305 11,006 
Materialsand!supplics).:-2-2--=--s-e--20e-s- 692 776 
48,249 47,929 
Long-term investments (Note 3)............0 53,550 43,419 
axediassets) (INOtG:4)incc.sssccssesssoeresscecseass<sees 157,900 158,725 
ID@RETTECICOSis memerectares area eee a eee eee 878 532 
(QUIETER ere napannccce ene ce Uor ener osser cree doe cecueoe 247 268 
260,824 250,873 


In our opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at December 31, 1997 and the results of its operations and 
the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. 


Further, in our opinion, the transactions of the Corporation 
that have come to our notice during our examination of the 
financial statements have been, in all significant respects, in 
accordance with Part X of the Financial Administration Act 
and regulations, and the charter and by-laws of the 
Corporation. 


Samson Bélair 
Deloitte & Touche 
Chartered Accountants 


Montréal, Canada 
February 3, 1998 


LIABILITIES 1997 1996 


Current liabilities 


Accounts payable and accrued liabilities 


(NOte:D) peer eee cs. ere vees terme eee see 14,497 12,285 

Grants in lieu of municipal taxes ................ = OI 494 

15,109 1279 

Acomiediemployee DENCIUS ess..r.stereeseesccesscs-e 3,657 4,563 
Loans from the Government of Canada 

CNGEIO) Res se cecrates eer eet eee ee, 1,540 2,242 

20,306 19,584 


EQUITY OF THE GOVERNMENT OF 


CANADA 
Contnibuted’capitalcy sav a. cesneccencecess 153,919 153,919 
Retained eamnin cspesscsmeriarnnvsectssatecsrs 86,599 77,370 
240,518 231,289 
260,824 250,873 





Approved by the Board: 


RAYMOND LEMAY 
Chairman 


DOMINIC J. TADDEO 
President and Chief Executive Officer 
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STATEMENT OF EARNINGS 
YEAR ENDED DECEMBER 31, 1997 
(in thousands of dollars) 























1997 1996 

Revenues from operations ...........cs:cceseeee 56,620 56,174 
Operating and administrative expenses...... 35,588 37,180 
Depreciation of fixed assets...........::0:00006 10,698 11,141 
Grants in lieu of municipal taxes............... 3,538 1,793 
49,824 50,114 

Earnings from operations ..........::00:::eee 6,796 6,060 
nes tiie te vei Wee teases cane creenstedereenn 5,630 5,762 
IN@t Garni SSieriecre-crtscnceeseresseccaest same snternrpes 12,426 e822 





STATEMENT OF CONTRIBUTED CAPITAL 
AND RETAINED EARNINGS 

YEAR ENDED DECEMBER 31, 1997 

(in thousands of dollars) 

















1997 1996 

Contributed capital 

Balance, beginning and end of year..... 53,99 seeks) 
Retained earnings 

Balance, beginning of year................. 77,370 67,990 

INGE GANTT Steere -sereceeereseseanateeesereeses 12,426 11,822 

| DY 2) a1 es eres ance eee (3,197) (2,442) 

Balancewend!ofivearwerccreese--ceseses 86,599 77,370 











STATEMENT OF CHANGES IN FINANCIAL POSITION 


YEAR ENDED DECEMBER 31, 1997 
(in thousands of dollars) 






































1997 1996 
Operating activities 
Netieamingses ticks csteg cerns cetera -cn-s 12,426 11,822 
Items not affecting cash 
Depreciation of fixed assets ............. 10,698 11,141 
Amortization of deferred costs ......... 54 35 
Loss on disposal of fixed assets ....... 59 230 
Decrease in accrued employee 
DE CLIES 1. .sscces test cases soeseree serie eee (906) (226) 
22,331 23,002 
Change in non-cash operating 
working capital items (Note 7).... 2,074 So) 
24,405 23,521 
Financing activities 
Repayment of current portion 
of loans from the Government 
Of Canada gicsnacniestterdesc seas be (661) (622) 
Dividends paid sey tees acates enaasaeeanny (3,197) (2,442) 
(3,858) (3,064) 
Investing activities 
Increase in long-term investments........ (10,131) (16,210) 
Acquisition of fixed assets (10,253) (11,361) 
Disposal of fixed assets............- 321 420 
Increase in deferred charges..............-.. (400) 
Decrease i! OLMETASSSIS=.-.wssseceseers sre 21 120 
(20,442) (27,031) 
Net cash inflow (Outflow)..........cceeeeee 105 (6,574) 
Cash position, beginning of year .............. 36,147 42,721 
Cash position, end of year ...........:00:00 36,252 36,147 








Cash position comprises cash and short-term investments. 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997 


Status and nature of activities 


The Montreal Port Corporation (the Corporation) was 
incorporated by letters patent in accordance with 
subsection 6.2(1) of the Canada Ports Corporation Act on 
July 1, 1983. 


Under Section 6.5 of the same Act, on the establishment 
of a local port corporation, all rights, obligations and 
liabilities of the Canada Ports Corporation in relation to 
that harbour shall become rights, obligations and liabilities 
of the local port corporation and the administration of all 
such property and works within the limits of that harbour 
administered by the Board shall be deemed to have been 
transferred to the local port corporation, in this case the 
Corporation. 


Accounting policies 


The financial statements have been prepared in 
accordance with generally accepted accounting principles 
and include the following significant accounting policies: 


Investments 


Investments are shown at amortized cost, with 
premiums or discounts amortized over their periods to 
maturity. 


Materials and supplies 


Materials and supplies are valued at the lower of cost 
and replacement cost. Cost is determined substantially on 
an average cost basis. 


Fixed assets 


Fixed assets are recorded at original cost with related 
accumulated depreciation transferred from Canada Ports 
Corporation; subsequent acquisitions are recorded at cost. 


Depreciation is calculated according to the straight-line 
method for the full year, commencing in the year the asset 
becomes operational, using rates based on the estimated 
useful lives of the assets. 


Deferred costs 


Deferred costs are composed of costs incurred to deepen 
the St. Lawrence River from Montreal to Saint-Augustin. 
These costs are amortized over 20 years. 


Pension costs 


All permanent employees of the Corporation are 
covered by the Public Service Superannuation Plan 
administered by the Government of Canada. Contributions 
to the plan are required from both the employees and the 
Corporation. These contributions represent the total 
liability of the Corporation and are recognized in the 
accounts on a current basis. 


Montréal Port Corporation 


Grants in lieu of municipal taxes 


Grants in lieu of municipal taxes are based on estimated 
municipal assessments adjusted in accordance with the 
Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of 
Public Works Canada. Any adjustments upon finalization 
are reflected in the accounts in the year of settlement. 


Employee benefits 


The Corporation accrues in its accounts the estimated 
liabilities for severance pay, annual leave, sick leave and 
overtime compensatory leave, which are payable to its 
employees in subsequent years under collective agreements 
or in accordance with Corporation policy. 


Investments 


Funds are invested in direct and guaranteed securities of 
the Government of Canada. As at December 31, 1997, the 
market value of short-term investments is equivalent to 
their amortized cost, and the market value of long-term 
investments is $59,990,372 ($50,974,070 in 1996). 





NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 


4. Fixed assets 




















1997 1996 
Depreciation Accumulated Net Net 
rates Cost depreciation book value book value 
% (in thousands of dollars) 

| sie ese ener eee or ARR oar eh nea te pr eee eat aro ene ooGes 50,737 50,737 50,864 
|B} era feats a pepe pence can rE en COC boi oO RR OTD CECE 2.5—10.0 16,178 14,928 1,250 1,534 
Berthinesstructtiresicn-s-csceesacceeseccceersraaeeseveconeemeeensaarercce 2.5-10.0 64,402 49 343 15,059 ie 7/eiih 
Bo uiill chino sieeeeee er cece eee eee ea te ceeeey amr enna ae eee etc 2.5—10.0 68,991 42,123 26,868 28,234 
LW, SUD irre eee eee ene cot ee heen an, erin ease erriecikreeccrcoa eee Oban 3.3-20.0 25,825 14,281 11,544 9,920 
Roadsvand! stinfaces tec. stra nismeeccerccsscc saesccommencrentceens arts 2.5—10.0 85,527 41,341 44,186 42,868 
Machinery ‘andiequipment 2ii-cccccrsesccnrer<tetnscenaenentaccemccnencrs 5.0-33.3 63,622 58,544 5,078 5,964 
Office fimitune and EquipmMent.-.<..-----...c.-ssasecrcssncerentecerense 20.0-33.3 eS 9,260 1,865 2,700 
386,407 229,820 156,587 157,815 

Projects under! COMStUGHOMi.-scstscvacorseoreestececestereeteosrenex= 1,313 eae 910 
387,720 229,820 157,900 158,725 








5. Accounts payable and accrued liabilities 


1997 1996 





(in thousands of dollars) 


Current portion of loans from 








the Government of Canada............... 702 661 
539 469 
13,256 HE TSS 
14,497 12,285 
6. Loans from the Government of Canada 


1997 1996 





(in thousands of dollars) 


Loans, 6.25%, payable to 2000 in 
annual instalments of $842,561 





InCIUGING IMCELES Ui eecacsecnssansoe- eeseeanene 2,242 2,903 
(GUEPETE POTION tr scerseacetenessceacee-nsencanee 702 661 
1,540 2,242 

Principal repayment requirements over the next years 

are as follows: 
$ 

702,449 
746,352 
792,999 





A-270 Montréal Port Corporation 























NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Concluded 


ie 


10. 


Changes in non-cash operating working capital items 


1997 1996 





(in thousands of dollars) 


ACCOUNTS MECELV ADS ee rereccseaeyrer + scree (299) 2,042 
Materials and supplies.................6 84 (90) 
Accounts payable and accrued 

liabilities, net of current 

portion of loans from the 





Government of Canada............... 2,171 1,333 
Grants in lieu of municipal 
LAOS wenstccesceesa:cveccteteceracatsers reneoses 118 (2,766) 
2,074 519 
Contingencies 


Claims aggregating approximately $7,694,000 in respect 
of lawsuits and guarantees related to the Corporation’s 
property have been made against the Corporation but are 
not reflected in the accounts. In the opinion of the 
Corporation, its position is defensible and the final 
outcome of such claims should not result in any material 
loss. 


Commitments 


(a) Contractual obligations for the completion, 
construction and purchase of property, plant and 
equipment are estimated at $941,000. 


(b) Contractual obligations for operating expenditures are 
estimated at $720,000. 


(c) In accordance with a policy concerning payment of 
dividends to the Canadian government, the 
Corporation would be required to pay a dividend, in 
respect of the 1997 fiscal year, based on a method of 
calculation using net earnings. This dividend, payable 
before March 31, 1998, would amount to 
approximately $3,378,000 for 1997 and would be 
applied against retained earnings. 


Related party transactions 


In the ordinary course of business, the Corporation 
enters into transactions with related parties, including the 
Goverment of Canada and its agencies and other Crown 
corporations. 


The Corporation derives revenue from related parties 
principally from grain warehousing for an amount of 
$3,410,000 ($1,425,000 in 1996), switching charges of 
$ nil ($1,061,000 in 1996), wharfage revenues of $612,000 
($494,000 in 1996) and rental revenues of $1,208,000 
($1,202,000 in 1996). The expenses paid to related parties 
are principally reimbursements to Canada Ports 
Corporation for head office charges related to the 
Corporation for an amount of $1,372,000 ($2,914,000 in 
1996). 


The Corporation has accounts receivable of $447,000 
($413,000 in 1996) and accounts payable of $112,000 
($896,000 in 1996) with the same related parties. 
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NATIONAL ARTS CENTRE CORPORATION 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED AUGUST 31, 1998 
WERE NOT AVAILABLE AT DATE OF PRINTING 











NATIONAL ARTS CENTRE CORPORATION 


MANAGEMENT RESPONSABILITIES 


The Board of Trustees, which is responsible for, among 
other things, the financial statements of the Corporation, 
delegates to Management the responsibility for the preparation 
of the financial statements and the annual report. 
Responsibility for their review is that of the Audit Committee 
of the Board of Trustees. The financial statements were 
prepared by Management in accordance with generally 
accepted accounting principles and include estimates based on 
Management’s experience and judgement. The financial 
statements have been approved by the Board of Trustees on the 
recommendation of the Audit Committee. Other financial and 
operating information appearing in this annual report is 
consistent with that contained in the financial statements. 


Management maintains books and records, financial and 
management control and information systems designed in such 
a manner as to provide reasonable assurance that reliable and 
accurate information is produced on a timely basis and that 
transactions are in accordance with the National Arts Centre 
Act and by-laws of the Corporation. 


The Board of Trustees of the Corporation is responsible for 
ensuring that Management fulfils its responsibilities for 
financial reporting and internal control, and exercises this 
responsibility through the Audit Committee. The Audit 
Committee discharges the responsibilities conferred upon it by 
the Board of Trustees, and meets on a regular basis with 
Management, and with the Auditor General of Canada, who 
has unrestricted access to the Committee. 


The Auditor General of Canada conducts an independent 
audit of the financial statements of the Corporation in 
accordance with generally accepted auditing standards and 
reports on the results of that audit on an annual basis. 


John Cripton 
Director and Chief Executive Officer 


C. A. (Cy) Cook 
Chief Financial Officer 


National Arts Centre Corporation 


AUDITOR’S REPORT 


TO THE CHAIR OF THE BOARD OF TRUSTEES, 
NATIONAL ARTS CENTRE CORPORATION 


I have audited the balance sheet of the National Arts Centre 
Corporation as at August 31, 1997 and the statements of 
operations, equity and changes in financial position for the year 
then ended. These financial statements are the responsibility of 
the Corporation’s management. My responsibility is to express 
an opinion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at August 31, 1997 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
October 29, 1997 








BALANCE SHEET AS AT AUGUST 31, 1997 



































ASSETS 1997 1996 LIABILITIES 1997 1996 
$ $ $ $ 
Current Current 
Cash and short-term investments Accounts payable and accrued liabilities 
(Note! 3) ieeerereeesrseeetrecnencerererre: 6,639,393 4,914,855 (Note)S) reeeene peeeeectenseeees ener 4,817,388 5,144,515 
Accounts receivable (Note 4)..........:0606 1,883,349 2,536,634 Deferedite venue ae. eee eeet eee rereseeree 4,356,555 4,037,887 
Parliamentary appropriation receivable 9,173,943 9,182,402 
(NOte:S)) meee eenererartenant rere ome sees 199,353 1,451,750 
Inventories 271,724 362,632 Long-term portion of provision for 
Programmes iN PIOQTESS ..........e.cseeeeeeees 1,069,397 127323 employee termination benefits............. 992,624 909,716 
Prepaid expenses (Note 6) ..........:c:s0000 1,494,747 172,140 10,166,567 10,092,118 
11,557,963 10,350,334 
@apitallassetsi(NOte 7) ssccs-cersecevnneeseeneseees 7,773,305 9,490,834 EQUITY OF CANADA 
QUILGYmecesncpens-ooeeteceres eee eee cieenncretnenee rs 8,777,222 9,489,861 
National Arts Centre Foundation 
(NOG 8) eee crear nr 160,293 
Artistic Development Fund (Note 9)........ 387,479 98,896 
9,164,701 9,749,050 
19,331,268 19,841,168 19,331,268 19,841,168 
Approved by Management: 
JOHN CRIPTON 
Director and Chief Executive Officer 
CyAV COOK 


Chief Financial Officer 
Approved by the Board of Trustees: 


JEAN THERESE RILEY 
Chair 


ANDREW OGARANKO 
Member of Board and Chair of Audit Committee 
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STATEMENT OF OPERATIONS 


STATEMENT OF EQUITY 
FOR THE YEAR ENDED AUGUST 31, 1997 


FOR THE YEAR ENDED AUGUST 31, 1997 


















































1997 1996 1997 1996 
$ $ $ $ 
Revenue 
Commercial services (Schedule 1)..... 10,794,579 8,919,160 Balance at beginning of the year............ 9,489,861 10,125,936 
Performing arts programmes Parliamentary appropriation (Note 5)..... 17,254,603 18,899,350, 
SGING CULO) Paneatrrn nen renee tease 6,682,429 6,236,739 Excess of expenses over revenue ........... (17,838,952) (19,508,511) 
Programme support services 606,316 274,307 Transfer of net revenue of the 
Interest Te yenue ene s.cee e 203,235 233,328 Artistic Development Fund 
Pacilitysteesi(Note 1\0)ten nena 192,761 CNOte: 9 etearneree sn eer ent ete (136,042) (35,100) 
Artistic Development Fund— Transfer of net expenses of the 
Netirevenue (Note:9) ere errs 136,042 35,100 National Arts Centre Foundation 
LO ales Oey cor reac eeerreera rere eeeroTe 65,573 51,414 GNOtE IS ies ectcrecee ate settee es ee ctaeecc stevens Tipe 8,186 
18,680,935 15,750,048 Balance atiendioiyeanniussuenssscce: 8,777,222 9,489,861 
Expenses (Schedule 3) 
Commercial services (Schedule 1)..... 7,788,041 6,551,041 
Performing arts programmes 
(Sohedulle\2) es. eree eee 14,053,167 13,841,748 
Operation of the buildings (Note 6).... 7,968,174 7,815,610 
Programme support services .............. 2,848,208 2,836,161 
Administrative Services.............0:00+ 3,767,759 4,031,002 
Board of Trustees (Note 11).........00.... 86,786 174,811 
National Arts Centre Foundation— 
Netlexpense!(INOte:@) exec ten: iP 8,186 
36,519,887 35,258,559 
Excess of expenses over revenue............ 17,838,952 19,508,511 
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STATEMENT OF CHANGES IN FINANCIAL POSITION NOTES TO FINANCIAL STATEMENTS 





FOR THE YEAR ENDED AUGUST 31, 1997 AUGUST 31,, 1997 
eo Ss50OowW> . . . . 
1997 1996 1. Authority, objectives and operations 
$ $ The National Arts Centre Corporation (the 
Operating “Corporation” or the “Centre”) was established in 1969 
Excess of expenses over Tevenue........ (17,838,952) (19,508,511) pursuant to the National Arts Centre Act and is not subject 
Renton aticeting sand to the provisions of the Income Tax Act. Pursuant to 
PXTALOST AVARLUTO) Danny opercneseoncy MeN oE CL 2,645,617 2,502,217 Section 85(1) of Part X of the Fi tA dint fi 
Gain on disposal of capital assets..... (33,181) (875) ection 85(1) of Pa Ore eae USE 





- a Act, Divisions I to IV of Part X do not apply to the 
(15,226,516) (17,007,169) 


Corporation. 

Changes in non-cash operating 

assets and liabilities SS ECE CCERDETER (743,947) 189,163 The objectives of the Corporation are to operate and 
Ehanee 10 lone ame pomion gs maintain the National Arts Centre, to develop the 

provision for employee : : : 2 : 

termination benefits ...............0000+++ 82,908 17,027 performing arts in the National Capital Region, and to 

zi 7s 7 ie assist the Canada Council in the development of the 
(661,039) 206,190 


performing arts elsewhere in Canada. 
(15,887,555) (16,800,979) 





In furtherance of its objectives, the Corporation may 


Financing arrange for and sponsor performing arts activities at the 
Parliamentary appropriation Centre; encourage and assist in the development of 
ME CCLVG Cast remecesese mee pen ceaoareesceas 18,507,000 20,609,600 


performing arts companies resident at the Centre; arrange 
for or sponsor radio and television broadcasts and the 














eee capital assets .....e.ccessee (1,156,752) (1,236,956) showing of films in the Centre; provide accommodation at 
Proceeds on disposal of capital the Centre, on such terms and conditions as the 
ASSIS esac ts oe terns eeteasce estes 261,845 875 Corporation may fix, for national and local organizations 
~~ (894,907) (1,236,081) whose objects include the development and encouragement 
a eee eas Caro of the performing arts in Canada; and, at the request of the 

Increase in cash position.........:.seee 1,724,538 2,572,540 Government of Canada or the Canada Council, arrange for 

Cash position at beginning of year.......... 4,914,855 2,342,315 performances elsewhere in Canada by performing arts 

Cash position at end of yea... : 6,639,393 4.91 4,855 } companies, whether resident or non-resident in Canada, 





and arrange for performances outside Canada by 
performing arts companies resident in Canada. 


With a view to achieving the objectives, the 
Government of Canada has leased without charge the 
National Arts Centre building complex to the Corporation. 
The lease is being renewed on a yearly basis. The 
Corporation is responsible for the operation and 
maintenance of the building. 


N 


Significant accounting policies 
(a) Short-term investments 


Short-term investments are valued at the lower of cost 
and market value. 


(b) Parliamentary appropriation 


The Corporation credits to equity each month one- 
twelfth of the approved appropriation. The 
parliamentary appropriation approved for the period 
from April 1 to August 31, is in respect of the 
Government of Canada's fiscal year ending on 

March 31 of the following year. Accordingly, the 
portion of the amount received to August 31, which is 
in excess of 5/12ths of the appropriation, is deferred to 
the following year. Similarly, the portion of the 
amount received to August 31, which is less than 
5/12ths of the appropriation, is recorded as a 
receivable. 
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NOTES TO FINANCIAL STATEMENTS 
AUGUST 31, 1997—Continued 


(c) Inventories 


Inventories are valued at cost for restaurant supplies, 
food and beverages. 


(d) Programmes in progress 


Direct costs, including advances to performing 
companies and artists related to programmes (shows) 
that will be held after year-end, are deferred, and will 
be charged to expenses in the year in which the 
programmes take place. 


(e) Capital assets 


Capital assets are recorded at cost. Amortization is 
calculated on the straight-line method as follows: 


Building—l'Atelier 20 years 
Equipment 7 years 
Computer software and 

hardware 3 & 5 years 
Leasehold improvements 10 years 


(f) Deferred revenue 


Revenue from tickets sold related to programmes 
(shows) that will be held after year-end are deferred, 
and are recognized as revenue in the year in which the 
programmes take place. 


(g) Employee termination benefits 


Employees of the Corporation are entitled to specified 
benefits on termination as provided for under their 
respective contracts and conditions of employment. 
The liability for these benefits is recorded as the 
benefits accrue to the employees. 


(h) Operating expenses 


Expenses relating to performing arts programmes and 
commercial services do not include costs relating to 
building and equipment maintenance, utilities and 
administrative services. 


(i) Pension plan 


Employees of the Corporation participate in the Public 
Service Superannuation Plan, administered by the 
Government of Canada. Contributions to the Plan are 
required by both the employees and the Corporation 
on an equal basis. The Corporation's contributions 
represent the Corporation's total obligation and are 
recorded as they become due. 


The Corporation is not required under present 
legislation to make contributions with respect to 
employees for actuarial deficiencies of the Public 
Service Superannuation Account. 


o 


Cash and short-term investments 


The Corporation’s policy is to invest temporary excess 
cash in short-term deposit certificates, bonds, and 
commercial paper with Canadian financial institutions. As 
at August 31, 1997, cash and short-term investments 
include bonds and commercial paper of $4,763,193 
($3,169,507 in 1996). The average yield of the portfolio 
was 3.46% for the year ending August 31, 1997 (5.59% in 
1996). The fair value of short-term investments 
approximates the book value due to their impending 
maturity. 


Cash and short-term investments included $69,673 
(1996—$62,917) for National Arts Centre Orchestra Trust 
Fund, $61,132 (1996—$58,230) for National Arts Centre 
Orchestra Tour Fund, $16,569 (1996—nil) for Estate of 
Maureen Cumbers, and $937 (1996—$1,862) for Trudi 
LeCaine Fund. The same amounts were also included in 
accounts payable and accrued liabilites. 


Accounts receivable 


In the normal course of business, the Corporation sells 
its products to many customers. One customer represents 
49% of the accounts receivable year-end balance (53% in 
1996). The fair value of accounts receivable approximates 
the book value due to their impending maturity. 


Parliamentary appropriation receivable 











1997 1996 
§ is 

Balance at beginning of year.......... 1,451,750 3,162,000 

Credited to equity : : =e 
Operatioustem. cnet 16,548,917 18,899,350 

Miunicipalitaxesreros. see eteecets 705,686 

17,254,603 ; 18,899,350 
Received during the year............... (18,507,000) (20,609,600) 
Balance at end of yea................6 5 99,353 7 1,451,750 


A portion of the Parliamentary appropriation is used for 
the financing of major repairs and improvements to the 
National Arts Centre building as approved by the Board of 
Trustees. 


Prepaid expenses 


The Corporation has paid six months’ municipal taxes in 
the amount of $2,117,057 in 1996-97; $705,686 for July 
and August 1997 is included in expenses and $1,411,371 
for September to December 1997 is included in prepaid 
expenses. The amount of $705,686 is included in 
Parliamentary appropriation and $1,411,371 is deducted 
from Parliamentary appropriation receivable. In the past, 
these taxes were paid directly by Public Works and 
Government Services Canada and were not included in the 
expenses of the Corporation. 
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NOTES TO FINANCIAL STATEMENTS 
AUGUST 31, 1997—Continued 


7. Capital assets 





1997 1996 
Accu- 
mulated Net Net 
amorti- book book 
Cost zation value value 
$ $ $ $ 
Land 
=e Ate eT mee 90,000 
Building 
SINS ere 169,443 
Equipment............. 4,877,027 4,007,872 869,155 913,442 
Computer 
sofware 
and hardware... 2,813,684 2,078,698 734,986 928,512 
Leasehold 
improvements... 26,778,036 20,608,872 6,169,164 7,389,437 


34,468,747 26,695,442 


7,773,305 9,490,834 








The Corporation sold the Atelier (land and building) to 
La Nouvelle Scéne on November 5, 1996 in return for 
$250,000 and continued rent-free access to the facility for a 
period of up to 15 years. The gain of $14,681 on disposal 
of the Atelier was included in “Other” revenue. 


8. National Arts Centre Foundation 


The National Arts Centre Foundation was a fund 
established in 1992 for the purpose of recognizing, 
stimulating and promoting excellence in the creation and 
performance of the arts of the stage by the award of 
bursaries, prizes and grants. On November 4, 1994, the 
Corporation decided to discontinue the Foundation, subject 
to the application of all remaining monies in the fund for 
the original purposes of the Foundation. On October 5, 
1997, the Board of Trustees passed a resolution to approve 
the transfer of remaining monies in the Foundation to the 


Artistic Development Fund. 


A summary of the transactions related to the Foundation 


is provided below: 

















1997 1996 
$ $ 
Balance at the beginning of year....... 160,293 168,479 
Inferestre Venues cuseetakcnccce sme seenen er 8,255 10,389 
Bursaries, prizes and grants.............. (15,958) (18,024) 
Administrative expenses ............:00+ (49) (551) 
INGIK@X PENSE Senecetteee ese nenremscacen cae C752) (8,186) 
Transfer to Artistic Development 
| BIO | are Sac Bonansa sofas eoo ote aconrbE ae (152,541) 
Balanceat end Oinyveat esc ncsrseare atten 160,293 





———OOOOO 


). 


10. 


Iti 


Wee 


Artistic Development Fund 


On November 4, 1994, the Corporation decided that a 
fund, to be known as the "Artistic Development Fund", be 
set up for the purpose of recognizing, stimulating and 
promoting excellence in the creation and performance of 
the arts of the stage by the award of bursaries and prizes to 
worthy recipients and by grants for worthy projects; and 
providing funding for special artistic programming projects 
undertaken by or with the participation of the National Arts 
Centre. 


A summary of the transactions related to the Fund is 
provided below: 




















1997 1996 
$ $ 
Balance at the beginning of year ........ 98,896 63,796 
Ona tons eemte eee eee terrence mnacens 275,424 84,519 
Inferestrevenle me eter remeeereessce 2,917 1,890 
Fundraising expenses (128,376) (38,954) 
Administrative Expenses ..............00+ (13,923) (12,355) 
INGite Vier Geenceretaeresscuxeceraenesa-cttarnesson 136,042 35,100 
Transfer from National Arts Centre 
| SCOUTRYG EP L(G) 01 core sacnacrhs ecerpbcecocoepece occ 152,541 
Balance at end Of Year....2-...c.c.cnesneee 387,479 98,896 


—— 





Facility fees 


On June 17, 1996, the Board of Trustees approved the 
adoption of a Facility Fee of $1.50 per single ticket sold 
effective the fiscal year 1996-97. The Corporation 
recognized $192,761 as revenue in 1996-97 which was 
applied to operation of the building. 


Board of Trustees’ expenses 


The Board of Trustees’ expenses in 1995-96 were 
higher than usual due to the development and 
implementation of an internal corporate re-organization 
which gave rise to additional meetings of the Board and its 
Committees. Furthermore, costs were incurred by the 
Board for the search of a Chief Executive Officer, a Chief 
Financial Officer and a Music Director. 


Related party transactions 


In addition to transactions outlined in Note 5, the 
Corporation is related in terms of common ownership to all 
Government of Canada-created departments, agencies and 
Crown corporations. 
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NOTES TO FINANCIAL STATEMENTS 
AUGUST 31, 1997—Concluded 


During the year, in the normal course of business and on 
normal trade terms applicable to all individuals and 
enterprises, the Corporation incurred expenses totalling 
$620,440 (1996—$753,580) for utility, facilities and 
telephone services provided by other government 
departments and agencies and earned revenue totalling 
$887,366 (1996—$939,270) from special grants from, and 
restaurants’ sales to, other government departments and 
agencies. 


. Contingencies 


The Corporation is the claimant or defendant in certain 
pending claims and lawsuits. In management's opinion, the 
outcome of these actions is not likely to result in any 
material liabilities. 


. Fair value of financial instruments 


In addition to what was already described in Notes 3 and 
4, the fair value of parliamentary appropriation receivable, 
and accounts payable and accrued liabilities approximate 
the book value due to their impending maturity. 


. Comparative figures 


Certain figures for 1996 have been reclassified to 
conform to the presentation adopted this year. 
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SCHEDULE OF REVENUE AND EXPENSES— 
COMMERCIAL SERVICES 
FOR THE YEAR ENDED AUGUST 31, 1997 SCHEDULE 1 
























1997 1996 
$ $ 
Revenue 
Restaurants........ 6,139,389 5,343,692 
Rental of halls 2,603,848 1,601,625 
(Gara Se ee ee rceererere creneeateeseeescen anor 2,051,342 1,973,843 
10,794,579 8,919,160 
Expenses ; 
ReeStalitran surest cecearecieeese ences onetenesorees 5,833,227 5,225,608 
Rentallof Halls 22c.v-c1cc.e0--s-e- 1,493,927 855,938 
Gara G arrears seaceecsane svete eeeee neeret aca 460,887 469,495 
7,788,041 6,551,041 
Excess of revenue Over CXPeMNSeS..........--. 7 3,006,538 2.368,119 





SCHEDULE OF REVENUE AND EXPENSES— 
PERFORMING ARTS PROGRAMMES 
FOR THE YEAR ENDED AUGUST 31, 1997 SCHEDULE 2 


ee ees 











1997 1996 
$ $ 
Revenue 

INIUIST rec orece tee recs ean rece eras etene cesta 2,795,065 3,025,580 
Theatre 2,138,730 1,941,576 
Dance 838,687 1,102,801 
Festival Canada 647,341 

Special events 262,606 164,695 





Peles vistominc noe. ceesscccess vecoaseeeeeeeasenees 2,087 


"6,682,429 6,236,739 

















Expenses 

INNES) 5 cass eeconececeeecLeerererrreron ater Caencoo ates 5,602,347 6,397,998 
TING AIG Seates cocesseesstecdeeorsessacsncatsnaseasesesuce 3,500,161 3,913,152 
1,561,144 2,359,010 
2,469,448 117,564 
Special CVOntsiex:ccstecgeceteseestrastncescrerecse== 351,690 197,792 
ST Sle Vaio estecrecstere eee essere eresessconneetmetoes 269,439 
Marketing administration ..........:.:0008 398,457 514,965 
Artistic administrations. .....--..s<.---.s++s+ss2 PAS EY 71,868 

Touring and special projects...............+. 56,983 
14,053,167 13,841,748 
Excess of expenses Over reVENUE...........0 7,370,738 7,605,009 





SCHEDULE OF EXPENSES 
BY CATEGORY 
FOR THE YEAR ENDED AUGUST 31, 1997 SCHEDULE 3 


——————————————————————ooooooeoeaeneaeae—e—e—e—e—e—eeeesS=$mm0m8MSSSSS roo 




















1997 1996 
$ $ 
Salaries, wages and employee 
Bene MES ecncsaseseecees ver caacncaepecsen tateeme sear 13,290,285 12,803,021 
Performers’ fees and EXpense .............00000 Srl775933 7,903,009 
PN NO AVAN ITO) Doo corrceee sae cecbcnas no noo strer ooee 2,645,617 2,502,217 
Cost of sales - commercial services.. 2,294,040 1,960,475 
Repairs and maintenance...........esesereeee 2,284,504 2,475,258 
Advertising and promotion... 2,280,608 2,072,379 
[WRU oh serra eecormao aang neo reo roo 1,344,808 1,476,842 
Professional fees and ExpeNseS...........:006 962,606 1,219,611 
Municipal taxes (Note 6).........csssseserenernee 705,686 
Production expenses 611,747 676,772 
OPMCETEXPENSESeercsseecceere reper sean ereseestenaenen 466,776 540,475 
Artistic co-production €xpenses ...........0+ 430,054 649,952 
Commissions and service charges .... 395,261 287,643 
Travel and duty entertainment.................+. 209,705 181,514 
WeleCOmMUMiGatlOUS -.15...c-s-ccseeevecsbereweseace 147,520 144,274 
Furniture and equipment 106,237 210,558 
[atStianGee cence tree seve er eee eeeact Athacsreerspecmns 77,827 67,898 
Wiarehouse rentica-ceeesrerscseir-sieataceeras teres 50,804 50,247 
(ONS tes satntecebescnseeebioe rc concen Ema ARUEHEOSGcamS 38,269 36,414 
36,519,887 35,258,559 
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NATIONAL CAPITAL COMMISSION 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The accompanying financial statements of the National 
Capital Commission are the responsibility of management and 
have been approved by the members of the Commission. These 
financial statements have been prepared by management in 
accordance with generally accepted accounting principles and, 
where appropriate, they include amounts that have been 
estimated according to management’s best judgement. 


Management has developed and maintains books of 
accounts, records, financial and management controls and 
information systems. These are designed to provide reasonable 
assurance that the Commission’s assets are safeguarded and 
controlled, that resources are managed economically and 
efficiently in the attainment of corporate objectives, and that 
transactions are in accordance with Part X of the Financial 
Administration Act and regulations, the National Capital Act, 
and by-laws of the Commission. Internal audits are conducted 
to assess the performance of information systems and 
management controls and practices. 


The Commission’s external auditor, the Auditor General of 
Canada, has audited the financial statements and has reported 
on his audit to the Commission and to the Minister of Canadian 
Heritage. 


The members of the Commission carry out their 
responsibilities for the financial statements principally through 
the Corporate Audit and Evaluation Committee, which consists 
of members of the Commission only. The Corporate Audit and 
Evaluation Committee meets periodically with management, as 
well as with the internal and external auditors, to discuss the 
results of the audit examinations with respect to the adequacy 
of internal accounting controls and to review and discuss 
financial reporting matters. The external and internal auditors 
have full access to the Corporate Audit and Evaluation 
Committee, with or without the presence of management. 


Marcel Beaudry 
Chairperson 


Robin Young 
Vice-President, Strategic Planning and 
Information Management 
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AUDITOR’S REPORT 
TO THE MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheet of the National Capital 
Commission as at March 31, 1998, and the statements of 
Operations, equity of Canada and changes in cash resources for 
the year then ended. These financial statements are the 
responsibility of the Commission’s management. My 
responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Commission 
as at March 31, 1998, and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, I report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Commission 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the National Capital Act, and the by-laws of the 
Commission. 


Richard Flageole, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 5, 1998 
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BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 




















ASSETS 1998 1997 LIABILITIES 1998 1997 
Current Current 
Cash and short-term deposits (Note 3).. 25,415 33,807 Accounts payable and accrued liabilities 
Accounts receivable Federal government departments 
Federal government departments ANGIAPECNCICS ee csccwacnateaceren-mearecteanen=e: 3,165 1,231 
ANCAP ONCIES roeecsevecctacenen-Oeenereea= 3,394 1,863 (Othenstecsecsceyscereestneseseseerenesetesceencereveren: 15,852 16,033 
Memants andl OtherSs.ccccessssseacrscsccsee=== 2,088 2,093 Current portion of unsettled 
Inventory and nursery stock..........-1-+ 85 125 expropriations of property ........--.ecee 1,226 TEN! 
Prepaid EXPeNses.........s.ssceseceeeerrseneeesense 3,306 2,804 Current portion of provision for 
Current portion of net investment environmental clean-up (Note 8) .........-. 338 200 
In SaleS-type IEASES ...0..:2ccsccscensseneenees 268 245 20,581 25,195 
34,556 40,937 Accrued employee termination benefits......... 3,443 3,075 
Unsettled expropriations of property ............. 1,528 1522 
Net investment in sales-type leases........... 270 Deferred insurance proceeds (Note 4)...........+ 4,711 4,335 
Trust account (Note 4) 4,711 4,335 Deferred rent inducement ............0000:cceeeeeeeeeee 3,956 4,139 
Capital assets (Note 5) 357,468 347,694 Provision for environmental clean-up 
(OR (0) (23 (03) poo nactsscpor cent cacecnpos soon eos ecpapccer Ceeecoan 1,802 277 
Deferred reVeTUes..:..:2:0-2-s-ecvccsecenesecerercenscnre® 398 
36,021 38,941 
EQUITY OF CANADA ©. 2i.cc.cctecssssecensereseese 360,714 354,295 
396,735 393,236 396,735 393,236 





The notes are an integral part of the financial statements. 
Approved by the Commission: 


MARCEL BEAUDRY 
Chairperson 


PIERRE ISABELLE 
Chairperson, Corporate Audit and Evaluation Committee 
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STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED MARCH 31 


(in thousands of dollars) 
































1998 1997 
Income 
Rental operations and easements......... 12,671 15,669 
EMUCLOS crests caceservsee sete tee Crieeetett ctrcrtics 1,208 1,661 
Net gain on disposal of capital 
ASSES rrcsphes ne ceacesasseaacinrsssccseressscte 3,003 PPT 
Sponsorship 
(EUS areserr a caeecn eee eerste 782 809 
Goods and services in kind 694 1,087 
User access fees ut 1,034 
Other fees and recoveries 2,488 2,925 
21,957 46,897 
Cost of operations (Note 6) 
Planning the National Capital 
FRE BI ODinares ceuccacevenersessat-ccucv ont cecsens sue 1,682 Ph OUT) 
Promoting and animating the 
National Capital Region................. 13,971 15,301 
Real asset management and 
developimenterns<..eoeeeeren 51,549 86,649 
Corporate senvicess.sees-esss tresses 22,219 23.975 
IRESimOetlinin ge COSta en seee etter (371) 469 
89,050 128,669 
Cost of operations before 
parliamentary appropriations.............. (67,093) (81,772) 
Parliamentary appropriations .................. SAI hs) 67,219 
Net cost of operations! saci tise wdgovaasnccets (14,815) (14,553) 
"ANALYSIS OF FUNDING THE NET 
COST OF OPERATIONS 
Nei COStOn Opera OMS vacesrs-csae-fiese-cesete es (14,815) (14,553) 
Expenses not requiring funding 
PSIMOTUNZ a TL OMietes ects cies sav acee site here are 14,921 13,273 
Deferred rent inducement.................... (183) (183) 
Detemed mevenUerrsesaeesemetesseeet es (21) 
Net gain on disposal of capital assets ...... (3,003) (23,712) 
Proceeds from disposal of equipment...... 78) 1,654 
Transfer from disposal of land 
(NOte a) erecetact tee Nrrctesiens corse 2,740 2,675 
PSPOSAIIEXPCUSESp rarer enna ee ame 289 23i) 
Interest revenue...... (660) (673) 
Contributions r sce ee ees 27,559 
Parliamentary appropriations .................. (8,020) 
Eandicontnbuttontnecs- tcvcetce seers 6,050 
Prior year commitments carry-over......... 4,893 607 
Excess of funding over net cost 
OHOPELAONS meer sees ators rues deeiass ceo 4,255 4,893 








The notes are an integral part of the financial statements. 
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STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 














1998 1997 
Balance at beginning of year, as 
Previously TepOmted |. ..ssrccces.sucscees- S50;2008 
Adjustment for capital assets 
(INOUE MI). stro canescesttscecessses eotnasiase (3,941) 
Balance at beginning of year, restated..... 354,295 351,292 
INGUIGOST OMOperailOLSwaeertieteerer ters (14,815) (14,553) 
Parliamentary appropriations 
to acquire and improve 
Capital ASSCtS ers. ceecscerssetrcotttneeees oe 20,493 16,995 
Canadiana Fund and other (Note 5)......... 741 561 
Balanced Hendon  wealeemeeeme veete ete 360,714 354,295 








The notes are an integral part of the financial statements. 


STATEMENT OF CHANGES IN CASH RESOURCES 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 














1998 1997 
Operating activities 
Neticostiotoperationsimacsacensss: (14,815) (14,553) 
Items not involving cash 
ATM OLUIZ ATOM entre seeders eteneee tenes 14,921 13273 
Net gain on disposal of capital 
ASSCUS caontendeegecas eases tans emer ecas ve (3,003) (23,712) 
MandicOnttbWiOMness seers eects 6,05 
Net change in non-cash working 
capital balances related to 
OPELAMONS eee tere ec hea ccees (6,602) (13,377) 
Net change in cash restricted as to 
use and long-term liabilities........... 1,318 (1,019) 
(8,181) (33,338) 
Financing activities 
Parliamentary appropriations 
to acquire and improve 
Capital aSSetspeuaner ee eee ee 20,493 16,995 
Canadiana Fund and other .................. 741 561 
21,234 17,556 
Investing activities 
Acquisitions and improvements 
fO}Ga pilalltaSSCLS tee tere an eeeeetern areere (25,070) (26,171) 
Sales-tyPeslEaSeS moc. s-as- ceva csconsts>oevctrente 247 (515) 
Proceeds on disposal of 
CAPILAlASSCISc.ccssce.ccsseevevenscenasosees 3,378 34,309 
(21,445) 7,623 
Decrease in cash and short-term 
GCEPOSIIS ra secre acveresseucisercucaisteseresvences (8,392) (8,159) 
Bernina oh veanreecsese-cetreesercett ese 33,807 41,966 
Bn diOl VEat s.csmeccaysecacsepesssenrerseecessrinteaes 25,415 33,807 











NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1998 


Ke 


ho 


Authority and objectives 


The National Capital Commission was established in 
1958 by the National Capital Act. The Commission is an 
agent Crown corporation without share capital named in 
Part I of Schedule III to the Financial Administration Act. 
The objects and purposes of the Commission, as stated in 
the National Capital Act as amended in 1988, are to: 


(a) prepare plans for and assist in the development, 
conservation and improvement of the National Capital 
Region in order that the nature and character of the 
seat of the Government of Canada may be in 
accordance with its national significance; 


(b) organize, sponsor or promote such public activities and 
events in the National Capital Region as will enrich the 
cultural and social fabric of Canada, taking into 
account the federal character of Canada, the equality of 
status of the official languages of Canada and the 
heritage of the people of Canada. 


As well as these objectives, in 1988, the Act gave the 
Commission an important additional power: coordinate the 
policies and programs of the Government of Canada 
respecting the organization, sponsorship or promotion by 
departments of public activities and events related to the 
National Capital Region. 


The Commission is also responsible for the management 
and maintenance of the Official Residences located in the 
National Capital Region. The Commission’s income is not 
subject to the requirements of the Income Tax Act. 


Significant accounting policies 
(a) Capital assets 


Capital assets are generally recorded at historical cost. 
Property acquired at nominal cost or by donation is 
recorded at market value at time of acquisition, except 
for properties of historical significance whose market 
value cannot reasonably be determined. These are 
recorded at nominal value. Artifacts donated to the 
Canadiana Fund are recorded at nominal value. 
Improvements that extend the useful life of buildings 
and equipment are recorded at cost. Contributed 
capital assets are recorded at fair value as of the date 
of contribution. 
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(b) Amortization 


Amortization of assets in use is charged to operations 
in equal annual amounts based on the cost of the assets 
and their estimated useful life. Useful life of assets is 
estimated as follows: 


Buildings 20 years 
Parkways, roadways and bridges 25 years 
Park landscaping and 

improvement 25 years 
Leasehold improvements Term of lease 
Machinery and equipment 10 years 
Office furniture 10 years 
Office equipment 5 years 
Vehicles 5 years 
Antiques and works of art 

(10 years in 1996-97) Nil 


Computer and 
communications equipment 
(5 years in 1996-97) 3 years 


(c) Non-monetary transactions 


When a non-monetary transaction related to an asset 
exchange takes place and there is a change in the 
purpose for which the asset is held, the transaction is 
recorded at the fair market value of the asset 
exchanged. If there is no change in purpose for which 
the asset is held, the transaction is recorded at the 
carrying value of the asset given up. 


(d) Inventory and nursery stock 


Inventory is carried at cost. Nursery stock is valued at 
estimated cost. 


(e) Pension plan 


Commission employees are covered by the Public 
Service Superannuation Plan administered by the 
Government of Canada. The Commission’s 
contributions to the plan are limited to an amount 
equal to the employees’ contributions on account of 
current and certain past service. These contributions 
represent the total pension obligations of the 
Commission and are charged to operations on a 
current basis. The Commission is not required under 
present legislation to make contributions with respect 
to actuarial deficiencies of the Public Service 
Superannuation Account. 
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NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1998—Continued 


(f) Employee termination benefits 


Severance pay generally accrues to employees over 
their service period and is payable on their separation 
or retirement. The liability for these benefits is 
recorded in the accounts as the benefits accrue to the 
employees. 


(g) Deferred rent inducement 


The Commission currently leases its Headquarters 
office space. Moving expenses and major leasehold 
improvements incurred by the lessor to accommodate 
Commission needs have been recorded as of the 
effective date of the lease and are amortized over the 
term of the lease. 


(h) Parliamentary appropriations 


Parliamentary appropriations for operating 
expenditures and for grants and contributions to other 
levels of government and other authorities are 
included on the statement of operations. Parliamentary 
appropriations to acquire and improve capital assets 
are credited to the equity of Canada. 


(i) Workers’ compensation 


The Commission assumes all risks for workers’ 
compensation claims. The cost of claims resulting 
from injuries on duty are recorded in the years when 
compensation payments are due. 


(j) Provision for environmental clean-up 


The Commission records a provision for 
environmental clean-up in situations where the 
remediation is probable and the cost can be reasonably 
estimated. The cost of remediation varies depending 
on the use of the site. In other situations, no amount 
has been recorded because the extent of contamination 
and cost of clean-up cannot be reasonably assessed 
until further on-site testing is completed. 


Cash and short-term deposits 


The Commission’s policy is to invest temporary excess 
cash in short-term deposit certificates, treasury bills, and 
banker’s acceptances with Canadian financial institutions. 
These are recorded at cost. As at March 31, 1998, cash and 
short-term deposits include deposit certificates and 
banker’s acceptances at a weighted average interest rate of 
4.7% (3.2% in 1997). The fair value of cash and short-term 
deposits is equal to the book value due to the maturity date. 


Cash and short-term deposits at year-end amounted to 
$25.415 million ($33.807 million in 1997). Included in this 
cash balance are funds that are restricted: 


(a) Cash donations received for the Canadiana Fund in the 
amount of $32,327; 


(b) Funds, in the amount of $17.815 million as follows: 


(i) funds of $1.964 million relating to a 1990 
long-term lease transaction that, pursuant to 
Governor in Council authority, have been 
restricted for the acquisition of environmentally- 
sensitive lands; 


(ii) funds of $14.321 million arising from the disposal 
of lands and restricted for the Champlain Bridge 
rehabilitation; 


(iii) funds of $1.530 million generated by the disposal 
of surplus properties that may be used to acquire 
real property or to support other major programs, 
as may be authorized by Treasury Board and 
Governor in Council; 


Details of transactions are highlighted in the 
following analysis: 











Environ- 
mentally 
sensitive Champlain 
lands bridge Others Total 
(in thousands of dollars) 
Restricted cash 
available at 
beginning of 
Neale: Ascetic ese 1,905 14,744 8,974 25,623 
Proceeds on 
disposallven.<=-- 3,305 3,305 
Acquisition/ 
disposal 
ExPOUSCS ee ee ee (289) (289) 
WATERS ecseconcenstoose 59 442 159 660 
Acquisitions............ (3,766) (3,766) 
Transfer to: 
Operating 
budpe ieee (2,740) (2,740) 
Capital budget..... (865) (4,113) (4,978) 
Restricted cash 
available at 


end Ofsyeatin..c- 1,964 14,321 1,530 17,815 


Trust account 


The Commission has segregated funds received from an 
insurance company in respect of a claim for damages 
arising from injuries sustained in an accident by an NCC 
employee. These funds have been paid to the Commission 
as it will be responsible to pay the continuing cost relating 
to this claim settlement. Future costs were assessed in an 
actuarial study completed in 1991. 
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NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1998—Continued 


As at March 31, 1998, the portfolio’s overall rate of 
return was 13.8% (13.3% in 1997). All investments were 
made in accordance with the following strategy: short-term 
Canadian notes and treasury bills rated R1 by the 
Dominion Bond Rating Service and Al+ or Al by the 
Canadian Bond Rating Service, Canadian bonds and 
debentures rated AAA, AA and A by the Dominion Bond 
Rating Service or A++, A+ and A by the Canadian Bond 
Rating Service, securities of the Government of Canada or 
of a provincial government to a maximum of 30% of the 
total market value of the portfolio. 


As at March 31, 1998 and 1997, the fair value of the 
investments was approximately equal to the book value. 


5. Capital assets 

































March 31, 1998 March 31, 1997 
Historical Accumulated Net book Historical Accumulated Net book 
cost amortization value cost amortization value 
(in thousands of dollars) (in thousands of dollars) 
Land and buildings 
Green belies eceeccoececesseeaiesebrarceteacesates 69,941 PUPA? 48,729 67,843 20,430 47,413 
Gatineau Park .... aa 44,359 9,415 34,944 39,954 8,870 31,084 
PAL WAYS¥.ccoscserseceyssrsscsraaransecassecnsonctannecnssarcssz-0¥e 99,865 44,271 55,594 94,556 42,025 52,531 
Da IeG reste eeeee corer ea deere ae coom een receuraersheope atcaren 49,339 20,335 29,004 43,600 18,759 24,841 
Bridges and approaches... es 30,255 19,214 11,041 28,462 18,585 9,877 
LEStOTiGall SItOS ee eiecererescocowieseouminscrcestacetivases 38,216 22,469 15,747 36,266 21,047 15,219 
Recreational tacrlithesse-ccssscsscstesmaxe-seseerrsrese=s 25,692 15,010 10,682 24,773 13,999 10,774 
Remtal PrOpSrties) sic cccsseovscsevewenennceerestersstrsecsescrs 123,146 17,465 105,681 120,013 16,058 103,955 
Development propertieS........-ccsseeeeresecreseeerees 26,589 4,061 22,528 25,043 3,905 21,138 
Unsettled expropriations.........-..sseseeecesseesesvenes 2,754 2,754 9.253 92253 
Administrative and service buildings .............. 17,101 12,035 5,066 16,246 11,436 4,810 
220i 185,487 341,770 506,009 175,114 330,895 
Less: Provision for transfers'” .........c:sssscseeess (1,838) (1,838) (1,838) (1,838) 
525,419 185,487 339,932 504,171 175,114 329,057 
Leasehold improvements ..........csseseseceseseerereeees 9,069 1,129 7,940 8,875 650 8,225 
Equipment 
Machinery and equipMent ..........cesecseeeeereeees 1,475 1,088 387 1,478 884 594 
Office furniture and equipment.............:0 3,975 2,422 ilFsisys) 4,017 2,163 1,854 
Weliiclosie acco etn tater retro eemimtniacstoortneseeane 7712 620 152 1,057 714 343 
Computer and communications 
@CUULOIMEN ties vescesevecsccetasdesesrssrcvetszeccesnesteremens 16,313 12,547 3,766 15,545 10,954 4,591 
Antiques and works of art 
CB ily Bee ee ees Ree noe ahs ee eerreeereere 864 864 750 750 
Canadiana Bundige eerste eine ee: 2,874 2,874 2,280 2,280 
26,273 16,677 9,596 2 14,715 10,412 
HI NOy Wee tcp nee oie eee creemeet eE Eee a CSE ID PICO RCD 560,761 203,293 357,468 538,173 190,479 347,694 
Se ee 


“) Provision for transfers pertains to property to be transferred in 
accordance with agreements with the Province of Quebec. This 
includes lands to be given for the approaches to the Macdonald- 
Cartier Bridge and to be used as a right-of-way for Highway 550, in 
exchange for other lands. 


) The Canadiana Fund was established to build the Crown Collection 
of antiques and works of art for the official residences. Additions 
during the current year amounted $741,000 ($561,000 in 1997). The 
balance of the Fund both cash and capital assets, at the end of the 
year amounted to $2.909 million ($2.347 million in 1997). 
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NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1998—Continued 


6. Information on the statement of operations 7. Major commitments 





Summary of expenses by major classification 


1998 1997 





(in thousands of dollars) 


Salaries and employee benefits ........ 25 LS 30,210 
GroodstandisenviCesner ce -ceee ere: 34,516 35,467 
Senwmcesun kind ee cs. cstecoce eae es 694 1,087 

Grants in lieu of municipal 
[Eb (oh seme her GRE SOE OP ecee MERE OR EEPEE S575 14,359 
Contmibitionigneee eerie eres ees 33,804 
ATMO LUZ Ul OTe a seerecs ones cose cs a eae 14,921 135273 
IRESericiunino COSTS: se-steseteree sees (371) 469 
89,050 128,669 


Sector definitions and objectives 


The Commission uses four sectors to structure its 
activities. Short, medium and long-term objectives linked 
to the mandate and mission have been developed for each 
one. The following are the long-term objectives established 
for each sector: 


Planning the National Capital Region 


To guide the physical development and use of federal 
lands, to coordinate and achieve excellence in design, and 
to plan development that is appropriate to the role and 
significance of the Capital of Canada. 


Promoting and animating the National Capital Region 


To increase awareness of the Capital Region outside the 
National Capital Region through national marketing 
campaigns, communications contacts (broadcasting) and 
outreach activities, and to present the Capital to visitors as 
a place to experience Canadian heritage, culture and 
achievements through varied services, events and 
programs. 


Real asset management and development 


To manage and protect physical assets of national 
significance on behalf of future generations of Canadians. 


Corporate services 


To promote efficient and productive use of resources 
through the centralized provision of corporate services to 
all of the business lines. 


National Capital Commission 


(a) The Commission has entered into agreements for 
services, leases of equipment and operating leases for 
office accommodations. The agreements show 
different termination dates, with the latest ending in 
2020, and total $115.7 million. 


The Commission has also privatized the management 
and maintenance of a portion of its lands and 
properties as part of the federal government’s Program 
Review. Contracts totalling $21.4 million have been 
awarded for these functions; these contracts will 
terminate from 1999 to 2001. 


Minimum annual payments under these agreements for 
the next five years are approximately as follows: 


(in thousands 


of dollars) 
OO 8500 Bike eat ee etde sos een eb eee Fe 15,653 
AIRES OE TG eg es le eR la ean Ie ae Ao Reet 10,672 
OOO: OS Sameee naeer Serena, eran eearess ty ay 8,595 
DOOUEO2S eas Ak et ee PR ee ee 4,545 
2002208 ee ee ee cee ee eae Siete 4,551 


(b) The Commission has entered into contracts for capital 
expenditures estimated to cost approximately 
$11.1 million. Payments under these contracts are 
expected to be made in 1998-99 and 1999-2000. 


8. Contingencies 


(a) Claims 


Claims have been made against the Commission 
totalling approximately $11.6 million, excluding 
interest and other costs, for alleged damages and other 
matters. The final outcome of these claims is not 
determinable and, accordingly, these items are not 
recorded in the accounts. In the opinion of 
management, the position of the Commission is 
defensible. Settlements, if any, resulting from the 
resolution of these claims will be accounted for in the 
year in which the liability is determined. 


(b) Agreement with the Province of Ontario 


In 1961, the Commission entered into an agreement 
whereby the Province of Ontario established and 
maintains 2,761 hectares (6,820 acres) of forest. When 
the agreement expires in 2011, or is terminated, the 
Commission will reimburse the Province for the 
excess of expenses over revenues, or the Province will 
pay the Commission the excess of revenues over 
expenses. According to the latest report from the 
Province, at March 31, 1995, cumulative expenses 
exceeded cumulative revenues by $1.2 million, and are 
not reflected in the accounts of the Commission. 
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(c) Environmental protection 


The Commission has conducted a preliminary analysis 
that has identified certain properties that, at the time of 
acquisition, qualified for potential remediation. 
Following this preliminary analysis, more detailed 
studies will be conducted in order to determine the 
degree of remediation required for the sites, to identify 
priority sites and to estimate the possible costs. 


Related party transactions 


The Commission is related in terms of common 
ownership to all Government of Canada departments, 
agencies and Crown corporations and is mainly financed 
by the Parliament of Canada. 


In addition to the related party transactions described 
below, and those disclosed elsewhere in these financial 
statements, the Commission also enters into transactions 
with Crown entities. In the normal course of business and 
on normal trade terms applicable to all individuals and 
enterprises, the Commission incurred expenses totalling 
$3.77 million ($6.92 million in 1997) for utilities, rental of 
space, assets and services purchased from other 
government departments and agencies, and earned 
revenues totalling $5.06 million ($3.48 million in 1997) 
from services rendered, rental operations and sales of assets 
to other government departments and agencies. 


Fair value of financial instruments 


In addition to what was already described in Notes 3, 4 
and 6 relating to this topic, the fair value of accounts 
receivable and accounts payable and accrued liabilities 
approximates the book value due to their impending 
maturity. As for long-term items, the fair value of accrued 
employee termination benefits, unsettled expropriations of 
property and deferred rent inducement also approximates 
the book value. 


. Adjustments for capital assets 


During the year, the Commission undertook a major 
review of its capital assets, their useful lives and related 
amortization. Following that review, the Commission has 
reduced the value of its capital assets and the opening 
balance of the equity of Canada as at April 1, 1996, by 
$ 3.941 million. 


. Comparative figures 


Certain comparative figures have been reclassified to 
conform with the presentation adopted in the current year. 
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SUPPLEMENTARY INFORMATION 


SCHEDULE OF LAND AND BUILDINGS 


AT AMORTIZED VALUES AS AT MARCH 31 





























UNAUDITED 
1998 1997 
(in thousands of dollars) 
Greenbelt properties --.cc.uuer.-cretren esese 48,729 47,413 
Gratimea Patkee sn cccctesseec tcc eres: 34,944 31,084 
Parkways 
Confederation Boulevard .................... 20,719 17,015 
Ottawa River Parkway ...........::0c0000 9,549 9,628 
RockeliffelPankwalyestsctesss eet 8,000 8,302 
PAW ia HOD) RAK WaVaaccessccsen yt cesses saccem eee 3,815 4,062 
STE OTC AGW AY eae sevessccneeer ee sasesrasesesees 8 6 
Woy a etn RankwaVisceccccesiteecerseaes 2,864 2,940 
Clone Mb Wail vic meme nett eee eaee 2,076 2,023 
Philemon-Wright Parkway.................. 1,178 S39 
Other parkways—Quebec ..............0000 oT 2,814 
Other parkways—Ontario ...............005 4,588 4,602 
Motalipark way sccuscas scence tea csncteeee sree 55,594 Sys%3)II 
Parks 
FRA A TU RLY Cle WA Komen ueaacees sateeemeecrecee 2,669 PhS 
BIS Welty Gree coer cnccessssercctercccccetisecene: 1,195 1,301 
Parliament Hill Promenade ................. 2,803 2,651 
Du Portage Park Yai 370 496 
Wietomar sland sn ey-sernucecce-esse Pe AG TASS) 
WaGhes Park: facencidastuarsssecestecuenee venice 633 700 
Senttier-de-I'fle Park ----is.csesscceseeyeceeees 483 523 
(Eommmisstonetet Patkaeeeereee arene 906 875 
Vincent Massey and Hog’s 
BACK Parkisvae. cs ests saste heshete.coe-2e5 1,056 1,004 
BIB EGC Parkes cient cceecteseeesnsat eect 201 242 
Other parks—Quebec................:ssseeee0s 6,139 4,877 
Other parks—Onitario..............:ccceeeeee 11,832 8,782 
MObalPALKSI cect tucttess. sicsseentene veetese te, 29,004 24,841 
Bridges and approaches 
Portage Bridger. nuit. .scetemeccecee- aectce 1,184 971 
@hamplainiBird cep..eesseeren erties 4,531 3,478 
Macdonald-Cartier Bridgeheads.......... 1,570 1,570 
Deschénes-Britannia Approach........... 2,048 2,048 
TIO OE SUDACK BING CEs encwe.seceeceene steers 376 396 
Oihembmd Sesmws aera emece cee S22 1,414 
Total bridges and approaches.................. 11,041 9,877 
ISTIC A SIGS Wyseraeaeeaceterssceceieeeceetorseseeee 15,747 15,219 
Recreational facilities ae 10,682 10,774 
IRemtal properties. ...s1.-2.-e0---102- 105,681 103,955 
Development Properties .iitc.ce-ec-esconeeseess 22,528 21,138 
Unsettled expropriations ................:000 2,754 9,253 
Administrative and service 
Inithclin gS fesseaetes encase ss vasetossewsssantesctt vies 5,066 4,810 
Less: Provision for future transfer of 
PLOPeLrLy Per ASTESMENTS)...-..5-0---eeeseeee (1,838) (1,838) 
Total land and buildings..............c:cce 339,932 329,057 
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NATIONAL GALLERY OF CANADA 


MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL 
REPORTING 


The accompanying financial statements of the National 
Gallery of Canada (the Gallery) and all information in this 
annual report are the responsibility of management. The 
financial statements include some amounts that are necessarily 
based on management’s estimates and judgment. 


The financial statements have been prepared in accordance 
with generally accepted accounting principles. Financial 
information presented elsewhere in the annual report is 
consistent with that contained in the financial statements. 


In discharging its responsibility for the integrity and fairness 
of the financial statements, management maintains financial 
and management control systems and practices designed to 
provide reasonable assurance that transactions are authorized, 
assets are safeguarded, proper records are maintained and 
transactions are in accordance with Part X of the Financial 
Administration Act and regulations, the Museums Act, and the 
by-laws of the Gallery. 


The Board of Trustees is responsible for ensuring that 
management fulfills its responsibilities for maintaining 
adequate control systems and the quality of financial reporting. 
The Audit and Evaluation Committee of the Board of Trustees 
meets regularly with management and internal and external 
auditors to discuss auditing, internal controls and other relevant 
financial matters. The Committee reviews the financial 
statements and presents its recommendation to the Board of 
Trustees. The Board of Trustees approves the financial 
statements. 


The external auditor, the Auditor General of Canada, is 
responsible for auditing the financial statements and for issuing 
his report thereon to the Minister of Canadian Heritage. 


Pierre Théberge 
Director 


Yves Dagenais 
Vice-Director 
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AUDITOR'S REPORT 
TO THE MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheet of the National Gallery of 
Canada as at March 31, 1998 and the statements of operations, 
changes in equity of Canada and changes in financial position 
for the year then ended. These financial statements are the 
responsibility of the Gallery's management. My responsibility 
is to express an opinion on these financial statements based on 
my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Gallery as at 
March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied, after giving 
retroactive effect to the change in the method of accounting for 
unrestricted contributions and interest income on investments 
arising from such contributions as explained in Note 3 to the 
financial statements, on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Gallery that 
have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Museums Act and the by-laws of the Gallery. 


Richard Flageole, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 5, 1998 
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BALANCE SHEET AS AT MARCH 31, 1998 
(in thousands of dollars) 


—T ODD SS 











| ASSETS 1998 1997 LIABILITIES 1998 1997 
| (Restated (Restated 
| Note 3) Note 3) 
Current Current 
Cash and investments (Note 4) ...........00... 9,664 7,220 Accounts payable and accrued 
ACCOUNTS eCCelV AD egee se wera ees eens 1,126 707 dia bilitiest (NOTE) mere nsee: seasters nese 5,098 4,389 
MWe See ce arse soetsecscecesnetenanecvienceeaceasters 2,015 2,080 Special Purpose Account (Note 8)........... ee Se On 
PrenaldueXPenseSnca ter ceees scenes I) Soe 5,835 7,260 
13,924 10,106 Accrued employee termination benefits, 
lone temmypOntion errsseer eee sees 1,216 1,184 
Deferred contributions (Note 9).....0......00.... 1,140 955 
Tota] liabMtties (ie cacebhat hecsesaseuneennes 8191 ~~———«9: 399 
Restricted cash and investments (Note 4) .... 3,744 6,022 
Collectioni(Noted) mawccccrstn-es tates l 1 ENDOWMENTS 
G@apitall’assets\(Note’6).c2..cccteceesececeseceeceees 7,768 7,454 Endowments (Note 10)..........c:ccccccseecceeeseees 126 125 


EQUITY OF CANADA 








Investediinicapitalassetsi.tscsr.ser teers 7,768 7,454 
Intemmallyanestnicted a ar.cmereseee) eee rae 1,741 2,071 
Wines trict dee eeeceestercerce. catecwrecseechss osteo 7,611 4,534 
Wotaliequityiot Canadareeescseeesert: 17.120 14.059 
25,437 23,583 25,437 23,583 








The accompanying notes form an integral part of the financial statements. 
Approved by the Board of Trustees: 


JEAN-CLAUDE DELORME 
Chairperson 


MERLA BECKERMAN 
Vice-Chairperson 
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STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 


EEE 



































1998 1997 
(Restated 
Note 3) 
Expenses 
Collect 
= CO) ETALIOUS seen ssteeeeearseesecssceers= 5,463 5,479 
—Art acquisitions (Note 5)........ 5,617 848 
Total— Collect) eivvcesseresc-satvceserarnens 11,080 6,327 
Educate and Communicate............. 17,101 12,291 
Accommodate 13,154 10,987 
JA iministetiiarsscs:--muesscessste cascnectens 4,435 3,475 
Total expenses (Schedule 1)............... 45,770 33,080 
Less: Operating and contribution 
revenue (Schedule 2)..............+- 12,834 4,832 
Net cost of operations before 
government funding ...........+ 32,936 28,248 
Parliamentary appropriations 
Operating and capital 
CRPSUGIUUTES ayeveeesssrcsasneserevee 30,816 28,974 
Purchase of objects for the 
collection (Note 8) 
=—=CUIMONt YCaussecesccceet-e-auneronereres 3,000 3,000 
—drawn from previous years..... 2,181 
—carried forward to future 
NGAUS cosacen scene neceenntentcnantans (2,152) 
5,181 848 
Total—parliamentary 
APPLOPMAWONS secerveressssvaceererseseenane= S009) 29,822 
Excess of revenues over expenses...... 3,061 1,574 





The accompanying notes form an integral part of the financial statements. 


STATEMENT OF CHANGES IN EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 


DN ee ee ee 
















Invested in Internally 1998 1997 
capital assets restricted Unrestricted Total Total 
(Restated 
Note 3) 
Balance at beginning of year, as previously stated ...........:0eeee 7,454 4,534 11,988 10,523 
Increase due to the change in the accounting policy (Note 3)......... 2,071 2,071 1,962 
Balance at beginning of year, as restated...........:.:scseeeeeeseereeeeees 7,454 2,071 4,534 14,059 12,485 
Excess of revenues over expenses (1,247) 4,308 3,061 1,574 
Net mvestment imi Capital ASSe1S\ievescecszeccs-sctss-sentenveconesareearesees canter’ 1,561 (1,561) 
Acquisition of work of art (417) 417 
Interests sceccee-eetecrceneacreee ences 62 (62) 
Gomitribwttorisieeeercccatetr sure cevssseens caters cesenccens-cor ger recsenscenceee-ectaidexe sary 25 (25) 
Balance ablend Of Yeamcceccs:a: uacts-esesvesthrssseserscnqnetanenoescestestenrngecess cn 7,768 1,741 7,611 17,120 14,059 





The accompanying notes form an integral part of the financial statements. 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 











(Restated 
Note 3) 


Operating activities 
Excess of revenues over expenses ........... 3,061 1,574 
Items not affecting cash and 




















investments 
ATORUZA WON <i. cssccssvasssvsespeorsceesvcevsateae 1,247 1,207 
Net change in internally restricted 
CHANSACHOMS coe-shiccesecsoaszanasscorewtssos we 330 (109) 
Accrued employee termination 
Benefits icv scsce eres ccressct cane snesereneess a2 59 
Loss on disposal of capital assets......... if} 8 
4,683 2,739 
Increase in non-cash working capital 
COMPOMCNStenerteerccteesrsecsrateescne net tese (665) (1,451) 
Funds provided by operating activities .... . “4,018 1,288 - 
Investing activities 
Purchase of capital assets .............0000 (1,578) (797) 
Proceeds from disposal of capital 
ASSCIS Fecseacesatcservonssesascevecncssescerssarénss 4 4 
Funds applied to investing activities........ (1,574) (793) 
Increase in cash and investments 
GUpIM SIDE WEAN ccccecessreccesoccecteesseneeteet 2,444 495 
Cash and investments at beginning of 
VG Alice cate ayaben sons ites scavaestaxcessuevies suescsesens 7,220 6,725 
Cash and investments at end of year........ 9,664 7,220 





NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998 
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Authority, objectives and activities 


The National Gallery of Canada (the Gallery) was 
established on July 1, 1990 by the Museums Act as a 
Crown corporation under Part I of Schedule ILI to the 
Financial Administration Act. 


The Gallery’s mandate as stated in the Museums Act is 
to develop, maintain and make known throughout Canada 
and internationally, a collection of works of art, both 
historic and contemporary, with special but not exclusive 
reference to Canada, and to further knowledge, 
understanding and enjoyment of art in general among all 
Canadians. The Gallery’s operations include its affiliate, 
the Canadian Museum of Contemporary Photography 
(CMCP). 


The Gallery’s operations are divided into four mutually 
supportive activities which work together to meet all 
aspects of its mandate. These activities are: 


Collect 


To acquire, preserve, research and record historic and 
contemporary works of art, both national and international, 
to represent Canada’s visual arts heritage and to use in its 
programs. 


National Gallery of Canada 
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Educate and communicate 


To further knowledge, understanding and enjoyment of 
the visual arts among all Canadians and to make the 
collections known both in Canada and abroad. 


Accommodate 


To provide a secure and suitable facility for the 
preservation and exhibition of the national collections of 
visual arts that is readily accessible to the public. 


Administer 


To provide direction, control and effective development 
and administration of resources. 


Significant accounting policies 


These financial statements have been prepared in 
accordance with generally accepted accounting principles. 
The significant accounting policies are: 


(a) Inventories 


Inventories are valued at the lower of cost and market 
value. In the case of books and publications, cost is 
written down over a maximum of three years to take 
into account obsolescence. 


(b) Capital assets 


Capital assets are recorded at cost and amortized using 
the straight-line method over their estimated useful 
lives as follows: 


Equipment and furniture 5 to 12 years 


Leasehold improvements 25 years 
Building improvements 25 years 
Vehicles 5 years 


The original cost of the buildings occupied by the 
Gallery is not shown in the financial statements. The 
buildings are owned by the Government of Canada. 


(c) Collection 


The Gallery holds a collection of works of art for the 
benefit of Canadians, present and future. The 
collection is shown as an asset at a nominal value of 
$1,000 due to the practical difficulties of determining 
a meaningful value for these assets. Works of art 
purchased for the collection of the Gallery are 
recorded as an expense in the year of acquisition. 
Works of art donated to the Gallery are not recorded in 
the books of account. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


(d) Pension plan 


The employees of the Gallery participate in the Public 
Service Superannuation Plan administered by the 
Government of Canada. The employees and the 
Gallery contribute equally to the cost of the Plan. This 
contribution represents the total pension obligation of 
the Gallery. Contributions in respect of current service 
are expended during the year in which services are 
rendered. Admissible past service contributions are 
expended when paid. 


The Gallery is not required under present legislation to 
make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation 
Account. 


(e) Employee termination benefits 


On termination of employment, employees of the 
Gallery are entitled to certain benefits provided for 
under their collective agreements and their conditions 
of employment. The cost of these benefits is expended 
in the year in which they are earned. 


(f) Parliamentary appropriations 


Parliamentary appropriations for operating and capital 
expenditures are recognized on the statement of 
operations in the year of entitlement. Parliamentary 
appropriations for the purchase of objects for the 
collection are initially recorded in the Special Purpose 
Account in the year of entitlement and are recognized 
in the statement of operations at the time the 
acquisitions are made. 


(g) Contributions 


The Gallery follows the deferral method of accounting 
for contributions. Unrestricted contributions are 
recognized as revenue when received or receivable if 
the amount to be received can be reasonably estimated 
and collection is reasonably assured. Contributions 
externally restricted and related investment income are 
deferred and recognized as revenue in the year in 
which the related expenses are incurred. Endowment 
contributions are recorded as endowments on the 
balance sheet. The investment income arising from 
such contributions is deferred and recognized as 
revenue in the year in which the related expenses are 
incurred. 


The Board of Trustees has directed that certain 
unrestricted contributions and interest income arising 
from such contributions be internally restricted for the 
purpose of acquiring objects for the collection and 
related activities. 


Contributed services are recorded at their fair value at 
the date they are received by the Gallery. Volunteers 
contribute a significant number of hours per year. 
Because of the difficulty of determining their fair 
value, their contributed services are not recognized in 
these financial statements. 


(h) Bookstore and publishing 


Expenses for the bookstore and publishing are 
included in operating expenses. 


Change in accounting policy 


Effective April 1, 1997, the Gallery changed its method 
of accounting for unrestricted contributions and interest 
income on investments arising from such contributions. As 
disclosed in Note 2(g), unrestricted contributions are 
recognized as revenue when received. Interest income on 
investments arising from such contributions is recognized 
as revenue when earned. Prior to 1998, these amounts were 
recognized as revenue in the year in which the related 
expenses were incurred. This change in accounting policy 
has been applied retroactively and the financial statements 
of the prior year have been restated. 


The effect on operations is as follows: 


1998 1997 





(in thousands of dollars) 





Increase in ContributiOnS...........cccceeeee 25 23 
INGreAaSe Wm IMtEKESteeccecssueeeecessaserecce=ssens 62 86 
Increase in net operating results........... 87 109 





The effect on the balance sheet is as 





follows 
Decrease in deferred contributions .. 87 109 
Increase in equity of Canada................ 87 109 





In 1998, the Gallery also reclassified previously 
reported trust account balances to equity, endowments and 
deferred contributions. The cumulative impact of these 
changes on these accounts is as follows: 


Accounts previously reported as Trust Accounts 


1998 1997 





(in thousands of dollars) 


Balance at beginning of year ............... 3,151 2,930 
Reclassified as internally 

MEStMICLE ECUILY neeeeenecerecetetetece-weere (2,071) (1,962) 
Reclassified as endowments ................ (125) (124) 





Balance at beginning of year as 
MESUATE Ge ysioes vecaestae sense devacevacssoncendes 955 844 





Endowments reclassified from 
irustAccountsts. cette cscueoct. 125 124 





Increase in opening balance of 
equity due to reclassification 


froma mist ACCOUMUS a -cresnerecesesues 2,071 1,962 








NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


4. Cash and investments 


The Gallery makes short term, low risk investments in 
the money market. These investments consist of a mix of 


Government of Canada Treasury Bills, Bankers’ 
Acceptances and Money Market Mutual Funds. The 
portfolio yielded an average return of 3.60% (4.05% in 


1996-97) and the average term to maturity was 109 days 


(89 days in 1996-97). 


The balances at year-end are: 


Cash and investments 


Restricted cash and investments for: 


Special purpose account (Note 8) 
CASH eetierecreccestssis.e Se een 








1997 


(in thousands of dollars) 





Deferred contributions, 
endowments and internally 
restricted funds 


as hlemetrraerasc, aencteas score rescore 
Money market investments............ 2, 
Long-term receivable— 
Government of Canada............. 
3; 


5. Collection 





The Gallery has the nation’s most extensive collection of 
visual arts, particularly Canadian art. The collection 
comprises some 45,000 works of art not counting 


photographs, and is divided into the following categories: 


- Canadian Art, including Inuit Art 

- Contemporary Art 

- American, European and Asian Art 
- 20th Century Modern Art 

- Photographs 

- Prints and Drawings 


National Gallery of Canada 


The Gallery acquires works of art by purchase, gift and 
bequest. Acquisitions in the year are as follows: 


1998 


1997 


(in thousands of dollars) 


Purchase from special purpose 


ACCOMM Wraen ee een a eeene coe e 5,18] 
Purchase from internally restricted 
LUT rs a a ie eee ee tne aes 417 
Purchase from deferred 
COAtIDUMONS Hewes cees secs eceeercaee 19 
Mobalypunchiasesmeneseen ss neve ce ene 5,617 
Gifts or bequests, at fair market 
WELT Oa ec ery caceree nate onto eae 18,475 
24,092 
Capital assets 
1998 
Accu- 
mulated 
amorti- 
Cost 


zation 


Net 
book 
value 


848 


1997 


Net 
book 
value 


(in thousands of dollars) 


Equipment and furniture... 6,714 3,828 

Leasehold 
UIMPLOVEDACIIS ssc-e-sneee 3,981 956 
Building improvements .... 2,368 535 
Welhiclest face. neckwnrecece 25 1 
13,088 5,320 


Accounts payable and accrued liabilities 


2,886 


3,025 
1,833 
24 


1997 





(in thousands of dollars) 


1998 
HUM AG Sse sctesnehse tee vecess vystoveoooese teas: 3,515 
Due to government departments 
and Crown corporations ............. 975 
Accrued salaries and benefits .......... 608 
5,098 


2,608 





NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


8. Special purpose account—Purchase of objects for the 


collection 


Each year, the Gallery receives a $3,000,000 
appropriation for the purchase of objects for the collection. 
The Gallery accumulates these funds, as well as the interest 
thereon, in a special purpose account which it uses to 
acquire, when opportunities arise, historically important, 
unique and high quality works that strengthen the 
collection. 


1998 1997 





(in thousands of dollars) 








Balance at beginning of year............ 2,871 640, 
Parliamentary appropriation............. 3,000 3,000 
Tite nes tipeeesonscrenes ee ttec cane tease ceee ee - <== 47 79 
WotaliaVatlable wen crecrrcssrcseecsncseerencesn- 5,918 B5719 
Purchase of objects for 

the: collecttOnts.s-csrcsecees avosescece-s= (5,181) (848) 
Balance at end of yeat.............0.0e0000 WSs 2,871 








Deferred contributions 


Deferred contributions represent the unrecognized 
portion of externally restricted contributions and 
investment income to be used for purchases of works of art 
or other specific activities such as exhibitions, publications, 
education programs or research as directed by the 
contributor. 


The following summarizes the transactions for the year: 























1998 1997 
(in thousands of dollars) 
(Restated 
Note 3) 
Balance at beginning of year.............. 955 844 
Add receipts for year as restated A ak 2m 
MNGRES teceesretenccsesteqssecesscrecensmesstsane 38 39 
Giltsand DEGUEStSica. .cersc-sressecsneseesee 239 159 
PAE 198 
Less amount recognized as revenue 
in the year as a result of 
Purchase of objects for the 
collection 19 
(Other eeesececes eeeee verre cttecanenresecceence 73 87 
92 87 
Balance/at end! Of yeatric.s.scc..c-<sese-ee0- 1,140 955 


10. 


12s 


Endowments 


Endowments consist of restricted donations received by 
the Gallery. The endowment principal is required to be 
maintained intact. The investment income generated from 
endowments must be used in accordance with the various 
purposes established by the donors. The Gallery ensures 
that all funds with a restricted purpose are expensed for the 
purpose for which they were provided. 








1998 1997 
(in thousands of dollars) 
(Restated 
Note 3) 
Balance at beginning of year ........... 125 124 
Receipts for year gifts and bequests.. 1 1 
Balance at end of year .............:00000+ 126 125 








. Commitments 


As at March 31, 1998, there remains $11,726,000 to be 
paid pursuant to various agreements. The major portion 
relates to the remainder of a 49 year lease with the National 
Capital Commission for the CMCP facility. The future 
minimum payments are as follows: 


(in thousands 





of dollars) 
1998-99 1,740 
1999-00 325) 
2000-01 B05) 
2001-02 325 
2002-03 325 
PA OT GE ae ea a ae ne eH racic ECD 8,686 


Contingent liabilities 


Revenue Canada has challenged certain Goods and 
Services Tax (GST) Input Tax Credits claimed by the 
Gallery since October 1993. The issue revolves around 
whether the Gallery's 'free' general admission policy, which 
started in October 1993, constitutes an ‘exempt supply’ 
under the Excise Tax Act and whether the associated Input 
Tax Credits should be consequently disallowed. The 
Gallery has objected strongly to this challenge and is 
seeking clarification of the appropriate GST treatment of 
federal Crown corporations. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Concluded 


Because of the multiple unresolved issues, it is not clear 
as to whether Revenue Canada will proceed with an 
assessment and if so, on what basis. Also, because there is 
a wide range of estimation possibilities, depending on issue 
resolution, no provision has been made in these financial 
statements, either for a potential liability or for an 
offsetting appropriation receivable. 


. Related party transactions 


Public Works and Government Services Canada made 
the payments in lieu of taxes with respect to the Gallery 
building and surrounding property up to June 30, 1997. For 
the period from April 1, 1997 to June 30, 1997 these have 
been evaluated at $801,000 ($3,239,000—April 1, 1996 to 
March 31, 1997) and have not been recorded in the 
financial statements. 


The Gallery is related in terms of common ownership to 
all Government of Canada created departments, agencies 
and Crown corporations. The Gallery enters into 
transactions with these entities in the normal course of 
business. 


. Foundation 


During the year, the National Gallery of Canada 
Foundation (the NGC Foundation) was created. It was 
incorporated under the Canada Corporations Act on 
June 27, 1997 and was given its charitable status by 
Revenue Canada on April 1, 1998. This is an entity distinct 
from the Gallery but the funds raised will be used for the 
sole benefit of the Gallery, as will be determined by the 
NGC Foundation. 


. Comparative figures 


Certain reclassifications have been made to the 1997 
comparative figures to conform with the current year's 
presentation. 
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SCHEDULE OF EXPENSES 
FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) SCHEDULE 1 
1998 1997 
Salaries and employee benefits ................ 13,693 135532 
Purchase of works of art for the 
COME CSOT rr meaececeeteessneerassaceabacersnes= 5,617 848 
Professional and special services.............. 4,166 3,018 
Cost of goods sold—bookstore and 
PUDIES Gin Puy -centesreeeee ce cneceeaterservesnressee 4,125 1,361 
Repairs and upkeep of building 
ANCHE C UND IMen Urea enneeeeeeienn trem caese eee 3,590 3,528 
Payments in lieu Of taXes...........-.ss1eseees 2.978 269 
Utilities, materials and supplies................ 2,858 2,877 
Protective SSrViG GSit-csenenetenstetenreneteersnersr-s 2,383 2,354 
PNGNO WR RSUI ticocas pecon-ococcense-pin nora LAO neo S 1,481 967 
JINTAO (NV ALLILO AY. ox nc pce eocenenc ene cone ccucec cee ROR ECE 1,247 1,207 
Postage, freight and cartage 1,049 821 
Travel 930 129 
Poblicatronspecsees cera sctensnepecr-ceenseeeess 49] 546 
345 345 
(COMMUNICATIONS eerie teceett eres ceteancensencces 304 266 
IoDRAL Wa UCHASCSercseteserseverseer erences mene vonen 282 235 
RentallsepAteratcereteevsesssesen sate 83 90 
Fellowships 83 66 
MiscellancOus ecersersccest-seescscseeesnasaasacenes 70 21 
45,770 33,080 
SCHEDULE OF OPERATING 
AND CONTRIBUTION REVENUE 
FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) SCHEDULE 2 
1998 1997 
(Restated 
- Note 3) 
Bookstore and publishing............::0cs00 6,069 DAB 
AN CIMISSIOMS reser eee cerca terneeereraenerfezeers 2,457 543 
Sponsorships......... 999 435 
Parking 652 446 
Members Iii DSenwtsccceteyercreeevanccrsassernnenc 563 112 
AMICI OV ORIG eS eeeeascersnesees A 474 48 
Mravelline CxhibilOUS)eevecsccseersncstaees=eesees 433 196 
[nferestize secerstesteeceossesessctsner azansverecainees> 417 366 
Rental of public SpaCeS\ vvscc.cc:-sesvecsenenases 355 137 
Art loans—recovery of expenses............. 83 148 
POOR SERVICES seneresemererereeseseticcesttnenaceress 78 48 
(Ola = toeese rs ccbenceieonencectcc recroin oA cengacneccuoodcc 137 106 
L257 4,722 
(Ont OMS eeeeresssteceeteceessceecrasmecenncenene 117 110 
12,834 4,832 
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NATIONAL MUSEUM OF SCIENCE AND TECHNOLOGY 


MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The financial statements contained in this annual report have 
been prepared by Management in accordance with generally 
accepted accounting principles, and the integrity and 
objectivity of the data in these financial statements are 
Management’s responsibility. Management is also responsible 
for all other information in the annual report and for ensuring 
that this information is consistent, where appropriate, with the 
information and data contained in the financial statements. 


In support of its responsibility, Management has developed 
and maintains books of account, records, financial and 
management controls, information systems and management 
practices. These are designed to provide reasonable assurance 
as to the reliability of financial information, that assets are 
safeguarded and controlled, and that transactions are in 
accordance with the Financial Administration Act and 
regulations as well as the Museums Act and by-laws of the 
Corporation. 


The Board of Trustees is responsible for ensuring that 
Management fulfils its responsibilities for financial reporting 
and internal control. The Board exercises its responsibilities 
through the Audit Committee which includes a majority of 
members who are not officers of the Corporation. The 
Committee meets with Management and the independent 
external auditor to review the manner in which these groups 
are performing their responsibilities and to discuss auditing, 
internal controls, and other relevant financial matters. The 
Audit Committee has reviewed the financial statements with 
the external auditor and has submitted its report to the Board of 
Trustees. The Board of Trustees has reviewed and approved 
the financial statements. 


The Corporation’s external auditor, the Auditor General of 
Canada, audits the financial statements and reports to the 
Minister responsible for the Corporation. 


Geneviéve Sainte-Marie 
Director 


Graham Parsons 
Director General, Corporate Services 
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AUDITOR’S REPORT 
TO THE MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheet of the National Museum of 
Science and Technology as at March 31, 1998 and the 
statements of operations, equity of Canada and changes in 
financial position for the year then ended. These financial 
statements are the responsibility of the Corporation’ s 
management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied, after giving 
retroactive effect to the change in the method of accounting for 
unrestricted contributions and interest income on investments 
arising from such contributions as explained in Note 3 to the 
financial statements, on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Museums Act and the by-laws of the 
Corporation. 


Richard Flageole, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 12, 1998 
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BALANCE SHEET AS AT MARCH 31, 


(in thousands of dollars) 


1998 











ASSETS 1998 1997 
(Restated 
Note 3) 
Current 
Cash and short term investments 
CINGED AYN cereente cota er arenee tone setsatanst 3,487 3,131 
Accounts receivable 
—government departments ..........2:00+ 582 369 
SS OUGUS eae neaacere rice een acsonesdaneseanaees 161 201 
IHiveEntORies (NOLS 5) eesesulescereorecesecrasesacseneae 404 37 
Prepaid) xPenSeSrc..ccscsassaccnesrsesergeyeesesnaenens 146 22 
4,780 4,160 
Restricted cash and investments (Note 6)...... 1S 174 
@ollectiom\ (NOt) taceeecvacteee--cteeremceeacaceosss 1 ] 
Capital assets (Note 8) ......ceeeesereeeeseresoeneres 7,994 7,278 
12,932 11,613 


LIABILITIES AND EQUITY OF 
CANADA 


Current 
Accounts payable and accrued 
liabilities 


Current portion of accrued employee 
termination benefits 
Deferred Tevenle ress. vieccseceeseasteteccsanenevacee 





Accrued employee termination benefits....... 
Deferred contributions (Note 9) .........:::0+5 


Equity Of Canada’. .c.t.csc.ccsecetrcseresarcenertaseseses 














1998 1997 

(Restated 

Note 3) 

438 563 
2,267 2,055 
49 66 
1,192 338) 
3,946 PIS NT 
943 802 
157 174 
5,046 3,693 
7,886 7,920 
12,932 11,613 





The accompanying notes and schedule form an integral part of the financial statements. 


Approved by Management 


GENEVIEVE SAINTE-MARIE 
Director 


GRAHAM PARSONS 
Director General, Corporate Services 


Approved by the Board of Trustees: 


DAVID W. STRANGWAY 
Chairperson 


LEON F. LOUCKS 
Chairperson, Audit Committee 
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STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED MARCH 31, 1998 


(in thousands of dollars) 








Revenue (Schedule) 
National Museum of Science and 
Technology 
Gosmrecoveneccters 1.5:Pc geese eesees 
Commercial operations .... 
Corporate development....... 


National Aviation Museum 
COSHTECONGHIOS ee creeersces re eete renee 
Commercial operations .................000. 
Corporate development..................0... 


Expenses (Schedule) 
National Museum of Science and 
Technology 
Display facility operation................... 
Collection management....................... 


National Aviation Museum 
Display facility operation.................... 
Collection management.................0006 


Support act ViClestc..ce.ces-sceeeeeeeestene cutee 
PSUNIOMEIZEABLOM Sa sete: derek eesce eae on ak reste oes 
iRotaliexpenSeswa. ses. sestee eee eee eee 


Net result of operations before 
SOvermiment Mundin meee ese eee 


Parliamentary appropriation 
(IN QUC 2) Recencee cae cceeeccceccccetseeaze sexes 


IN Gimconmer (LOSS) axsseseres seteratees eee ee noes 





The accompanying notes and schedule form an integral part of the financial 


statements. 





























STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1998 


(in thousands of dollars) 








Operating activities 

INEteimcomer(lOSS) teeercesncreaem nets 

Items not affecting funds 
ENON WWEENNONI cee eeccecy wer parece cre Broo 
Employee termination benefits ....... 
Loss (gain) on disposal of capital 

ASSCUS acer ssesctrensdsce stay eeeiccensstev ees 

Change in non-cash operating 

working capital items ..............0.... 


Funds provided by operating activities .... 
Investing activities 
Additions to capital assets (net)........... 


Increase (decrease) in cash and 
short term: imVvestments!...1........sese+-<. 
Cash and short term investments at the 
bepinnings lo fithe yearns sree: 


Cash and short term investments at the 
Endioiathenvedtecmrarc ses tteseestesen iter 








1998 1997 
(Restated 

Note 3) 

(34) 261 
1,148 1,142 
141 21 
(3) 16 
965 312 
PONG 1752 
(1,861) (2,050) 
356 (298) 
Sai3il 3,429 
3,487 SSI 


























1998 1997 
(Restated 
Note 3) 
P3138 1,207 
leila 1,301 
221 260 
2,845 2,768 
635 432 
430 366 
75 32 
1,140 830 
134 157 
4,119 31/55) 
8,305 7,345 
5,207 5,333 
1BESi2 12,678 
3,664 3,377 
13573 1,664 
33231) 5,041 
4,237 4,379 
1,148 1,142 
24,134 23,240 
20,015 19,485 
19,981 19,746 
(34) 261 


STATEMENT OF EQUITY CANADA 
FOR THE YEAR ENDED MARCH 31, 1998 


(in thousands of dollars) 


Balance at the beginning of the year as 
PLSVIOUSIYy: Stated nece.c-ontenceee 

Increase due to the retroactive 
application of the change in 
ACCOURUNE POlICYae-xsrete-s. sere es 


Balance at the beginning of the year as 
BESTALE Cee neecrearadcan- xe arsere see ev seas 
Net income (loss) 





Balance at the end of the year.............. 














1998 1997 
(Restated 

Note 3) 
7,328 7,094 
592 565 
7,920 7,659 
(34) 261 
7,886 7,920 





The accompanying notes and schedule form an integral part of the financial 


statements. 
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The accompanying notes and schedule form an integral part of the financial 


statements. 





NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998 


il. 


ine) 


Authority, mandate and operations 


The National Museum of Science and Technology was 
established by the Museums Act on July 1°, 1990, and is an 


agent Crown corporation named in Part | of Schedule II to 


the Financial Administration Act. 


The mandate of the Corporation as stated in the 
Museums Act is to foster scientific and technological 
literacy throughout Canada by establishing, maintaining 
and developing a collection of scientific and technical 
objects, with special but not exclusive reference to Canada, 


and by demonstrating the products and processes of science 


and technology and their economic, social and cultural 
relationships with society. 


The Corporation’s operations comprise the National 
Museum of Science and Technology, the National 
Aviation Museum and common support activities. Each 
Museum’s operations are divided into two complementary 
activities: 


Display facility operation 


The operation of the public facilities of the Museum, 
including the development and maintenance of exhibits, 
interpretation, communication and promotion, gift shops, 
food services and other services to visitors. 


Collection management 


Curatorial research, cataloguing, documentation, 
conservation and restoration of the collection, the library, 
and related services. 


Accounting policies 


These financial statements have been prepared in 
accordance with generally accepted accounting principles. 
The significant accounting policies are: 


(a) Inventories 


Inventories are valued at the lower of cost and net 
realizable value. 


(b) Collection 


The collection constitutes the major portion of the 
Corporation’s assets but is shown at a nominal value 
of $1,000 on the balance sheet because of the practical 
difficulties in reflecting it at a meaningful value. Items 
purchased for the collection are recorded as expenses 
in the year of acquisition. Items donated to the 
Corporation are not recorded in the books of account. 
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(c) Capital assets 


Capital assets are recorded at cost and are amortized 
using the straight-line method over their estimated 
useful lives as follows: 


Building renovations 
Equipment 
Office furniture 


10 to 25 years 
5 to 12 years 
5 to 10 years 


Since the buildings are not owned by the Corporation, 
no amortization is taken. 


(d) Pension plan 


The employees of the Corporation participate in the 
Public Service Superannuation Plan administered by 
the Government of Canada. The employees and the 
Corporation contribute equally to the cost of the Plan. 
This contribution represents the total pension 
obligation of the Corporation. Contributions in respect 
of current service are expensed during the year in 
which the service is rendered. The Corporation is not 
required under present legislation to make 
contributions with respect to actuarial deficiencies of 
the Public Service Superannuation Account. 


(e) Employee termination benefits 


On termination of employment, employees of the 
Corporation are entitled to certain benefits provided 
for under their collective agreement and their 
conditions of employment. The cost of these benefits 
is expensed in the year in which they are earned. 


(f) Contributions 


The Corporation follows the deferral method of 
accounting for contributions. 


Unrestricted contributions are recognized as revenue 
when received or receivable if the amount to be 
received can be reasonably estimated and collection is 
reasonably assured. Contributions externally restricted, 
and related investment income, are deferred and 
recognized as revenue in the year in which the related 
expenses are incurred. 


Volunteers contribute a significant number of hours 
per year. Because of the difficulty of determining their 
fair value, contributed services are not recognized in 
these financial statements. 


(g) Parliamentary appropriation 


Parliamentary appropriation for operating and capital 
expenditures is recorded in the statement of operations 
in the fiscal year for which it is approved. 











NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


a. 


Change in accounting policy 


Effective April 1, 1997 the Corporation changed its 
method of accounting for unrestricted contributions and 
interest income on investments arising from such 
contributions. As disclosed in 2(f), unrestricted 
contributions are recognized as revenue when received. 
Interest income on investment arising from such 
contributions is recognized as revenue when earned. Prior 
to 1998, these amounts were recognized as revenue in the 
year the expenses were incurred. This change in accounting 
policy has been applied retroactively and the financial 
statements of the prior year have been restated. 


1998 1997 





(in thousands of dollars) 


Increase in revenue 








1B Los aER Co) abseerereech aes tiecce neers Serre eae if 7 
Interest on cash and investments . 20 22, 
Increase in net operating results ...... By 29 
The effect on the balance sheet is 
as follows 
Decrease in deferred 
CONUMDILONSee eee eee eee 27 29 
Increase in equity of Canada ....... 27 29 


The opening equity of Canada balance as at April 1, 
1996 has been increased by $564,719 and a similar 
offsetting cumulative increase has been made to deferred 
contributions. 


Cash and short-term investments 


1998 1997 





(in thousands of dollars) 





Gashiiemn tects. feces seen nie aiereaes 936 539 
Interest on cash and investments ...... Py ay) 2,592 
3,487 Sill Sil 


The Corporation investments are limited to 60 days in 
Schedule "A" banks, and government-backed paper and 
A++ Canadian Bond rated paper. The average rate of return 
in 1997-98 was 3.75% consistent with 3.75% in 1996-97. 


Inventories 





Books, pamphlets, replicas and 





@INER Materials sencercsversscetemeteer es 384 420 
Publications in procesS...........::ccc0s0+ 20 17 
404 437 


National Museum of Science and Technology 


Cash and restricted investments 


Restricted cash and investments arise from contributions 
received from individuals and corporations for specific 
purposes and are managed in accordance with the donor’s 
wishes and the by-laws of the Corporation. 


Collection 


Part of the Corporation’s mandate, is “to foster scientific 
and technological literacy throughout Canada by 
establishing, maintaining and developing a collection of 
scientific and technological objects...” This is the main 
asset of the Corporation, which has been recorded at a 
nominal value of $1,000 on the statements due to the 
practical difficulties in reflecting it at a meaningful value. 
The collection is composed of over 450,000 items divided 
in the following areas. 


Communications—the graphic arts, film, photography and 
related systems, broadcasting, sound recording and 
reproduction, electronic communications and electronic 
music. 


Industrial technology—generic industrial processes, 
engineering, industrial design, construction, domestic 
appliances, tools and systems. 


Natural resources—energy production, processing and 
infrastructure, mining and extraction technology 


Renewable resources—agriculture, forestry and fishery 
technologies—harvesting and primary processing. 


Scientific instrumentation—instruments, tools and systems 
with direct application to mathematics, chemistry, physics, 
as well as astronomy, astrophysics, medicine, meteorology, 
surveying and mapping, information technology. 


Transportation—motorized and non-motorized wheel, 
track and trackless vehicles, motorized and non-motorized 
marine transportation as well as the supporting 
infrastructure of technologies, tools and instruments. 


Aviation—Aircraft and related materials. 


Capital assets 


1998 1997 
Accu- 

mulated Net Net 
amorti- book book 


Cost zation value value 





(in thousands of dollars) 


Building renovations ....... 8,382 2,050 6,332 5,381 
EQUipmiente rc scsecerese:. 4.278 3,568 710 867 
Office fumitunes.csees.-- 4,980 4,028 952 1,030 


17,640 9,646 7,994 7,278 





NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Concluded 


















9. Deferred contributions 13. Comparative figures 
Deferred contributions represent unspent externally Certain comparative figures have been reclassified to 
restricted contributions and related investment income. conform to the presentation adopted in 1997-98. 
1998 1997 
(in thousands of dollars) 
(Restated 
Note 3) 
Balance at the beginning 
OPANCY Calicean- nrc etasescnenesetaecnnsasenr 174 148 
Receipts 
Gifts and bequeSts\s.cceres.scssex-erenes 69 20 
JIMCSEES theres wectvsvescecse-ce-conaNexdacee=t 4 6 
Motal veGeipism-caswemetswereneccetsecenters 73 26 
Amount recognized as revenue 
INU WOAT cov. steesene=-eoceraneteserneesee (90) 
Balance at the end of the year........... 157 174 








10. Related party transactions 


The Corporation is related to all Government of Canada 
departments, agencies and Crown corporations. 


The Corporation incurred expenses for the work and 
services provided by other government departments and 
agencies. These transactions were conducted in the normal 
course of operations, under the same terms and conditions 
that applied to outside parties. 


11. Commitments 


As at March 31, 1998, the Corporation had entered into 
various agreements for accommodation, protection 
services and exhibition rentals. The future minimum 
payments are as follows: 


1998-99 1999-00 2000-05 





(in thousands of dollars) 


MOtallcvsstecesexseevovecgestesseervaccs 3,166 3,167 11,556 


12. Parliamentary appropriation 


1998 1997 


(in thousands of dollars) 





Operating and capital expenditures 








before the following .............c00+ 18,198 19,636 
Severance adjustments and 

retroactive wage settlement .......... 363 110 
Payment in lieu of taxes ............0000e 1255 
Batim rec Onsite. srsesseeeesncesee= 1,150 
otal iceesece. coscass cosceuene-tvncsncscesssetreseseees 20,966 19,746 
Less amount deferred for farm 

TECONSUMUGHON:: taesecresteeesonecceeerssssee (985) 
WO tall 5 soseceoess. cexvsussescceanosbdvaadisastecivate 19,981 19,746 
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SCHEDULE 
FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 




















1998 1997 
Revenues 
Cost recoveries 
PNOIMUISSIONS mre reste ste ee ne eee ih 33) 1,254 
OUT ern crteteecaaeeeemee tects 25 385 
Commercial operations 
BOUMGQUES ers csc eiccn erence tees ce 825 861 
HOOG SERVICES =. sesssster ee, Si 284 
(there ewercesveceae csr et cnee tee se ene 599 522 
Corporate development..................0.5. 296 292 
IQUCK ES Carerteee sare «cece eee eee 134 ley 
ARO TAUPE VEMUIC vec. cssce-ceenceetcaevesccesesec cae: 4,119 SERS) 
Expenses 
Personnelicostser:.certe eee ees 11,447 10,810 
Professional and special services ....... 1,908 2,538 
WeasesrOf buildin es seme eee eye 1,666 1,911 
FEROPENLY, LARS weecenstoe tee ace se sere snseeseses 1,290 264 
EATHOMEZAUIOM ctetenssereeeete rte eects seers: 1,148 1,142 
Wtilities tei ae eee ea ee 917 797 
Material amd supplicS: sscccc.s:.see0ssess 881 800 
Gostiotieoodssoldis..e ences 677 933 
PRODIGAL ONS es srvsctese stacker sees ee 597 510 
PCM CHULSU Ota, ecrace stores seer terse as vat aseee es Silly! 528 
Property management services .......... 456 296 
Repairs and upkeep of equipment...... 44] 345 
MOLE CHOU SELVICES ater er ee eee eee 439 488 
Rentals of equipment.................. us 262 188 
Designiand! displayjaessse- ee neces 261 175 
Repairs and upkeep of buildings........ 254 591 
Freight express and cartage................ 225 185 
Uae leer eee ane ee ees 193 203 
(Communications sme cece 193 192 
Office supplies and equipment........... 138 173 
BOOKS tt tetcsess cred arevsbeoieen etn hose 94 91 
Purchase of objects for the 
COMSGHON a2. sda atieersaesteses poses 65 40 
NMISCOMANG OU spre ee eeeee eee eer ee 65 40 
24,134 23,240 





National Museum of Science and Technology 





OLD PORT OF MONTREAL CORPORATION INC. 


MANAGEMENT REPORT ON ITS RESPONSIBILITY FOR 
THE FINANCIAL STATEMENTS 


The Corporation’s Management is responsible for preparing 
and presenting the financial statements in the annual report. 
These have been prepared in accordance with generally 
accepted accounting principles and necessarily contain 
estimates made by Management to the best of its judgement 
and for which Management takes responsibility. Management 
acknowledges its responsibility for choosing accounting 
principles and methods which are compatible with the 
Corporation’s circumstances. Financial information presented 
elsewhere in the annual report is consistent with that included 
in the financial statements. 


Management applies internal controls, accounting principles 
and practices so as to provide a reasonable degree of certainty 
that financial information is relevant and reliable, that the 
assets it manages are safeguarded and that the transactions of 
the Corporation have been in compliance with the appropriate 
authorizations. The Corporation has appointed Fauteux Bruno 
Bussiére Leewarden, Chartered Accountants, to conduct 
periodic internal audits of the above-mentioned controls. This 
firm has made its observations and recommendations to 
Management and to the Audit Committee of the Board of 
Directors, to which it has unlimited access. 


The Board of Directors is responsible for the study and 
approval of the financial statements, as well as for overseeing 
how Management discharges its responsibility for the 
presentation of financial information. The Board exercices this 
responsibility primarily through the Audit Committee, which 1s 
composed exclusively of Directors who are not part of 
Management nor employed by the Corporation. This 
committee examines the financial statements with Management 
and representatives of the Auditor General of Canada, who is 
appointed as external auditor by the shareholder, before 
submitting them to the Board for approval. This committee 
also examines the work plans submitted by the internal and 
external auditors and meets with them in order to discuss their 
findings and observations regarding the accounting issues, the 
audit procedures and the presentation of financial information. 
The Auditor General of Canada is responsible for auditing the 
transactions and the financial statements of the Corporation 
and for expressing an opinion on these financial statements. 


Management considers that the financial statements present 
fairly the financial position of the Corporation and the results 
of its operations and the changes in its financial position. The 
Board of Directors has studied and approved the financial 
statements following a recommendation from the Audit 
Committee. 


Pierre Emond 
President and Chief Executive Officer 


Dany Bleau, C.A. 
Vice-President 
Finance and Human Resources 
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AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS AND GOVERNMENT 
SERVICES 


I have audited the balance sheet of the Old Port of Montreal 
Corporation Inc. as at March 31, 1998 and the statements of 
revenue, expenditures and Minister's account and changes in 
financial position for the year then ended. These financial 
statements are the responsibility of the Corporation's 
management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Canada Business Corporation Act, the articles 
and the by laws of the Corporation and the Agreement between 
the Corporation and Her Majesty in Right of Canada 
represented by the Minister of Public Works and Government 
Services. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 5, 1998 


Old Port of Montreal Corporation Inc. 











BALANCE SHEET AS AT MARCH 31, 1998 
TST 





ASSETS 1998 1997 LIABILITIES 1998 1997 
$ $ $ $ 
Current Current 
(Cas Dies serceceesteaeetvaxease Meee Weapon re ss eaasas 2,123:359 648,415 ZSCCOUESH Day aD lores aaectereeeteererre ete 1,187,003 779,577 
445,177 267,015 Due to 
402,954 514,162 Receiver General for Canada 
(NOteI3) ees tcetemecchetecter esses seseus 499,927 206,373 
Derenedievernviceme scenes 15,734 59,423 





1,702,664 1,045,373 
Provision for employee termination 
beneittss(Noters meme matrn: acreemeetere, 381,004 


1,702,664 1,426,377 
EQUITY OF CANADA 


Ministen ss ACColntne semen meena seer 1,268,826 SHAS) 


1,429,592 2,971,490 





MOEA ASSL Siere senetee see ceca ee ante eee eee ete 2,971,490 1,429,592 








Commitments (Note 10). 
See accompanying notes to the financial statements. 


Approved by the Board: 


BERNARD LAMARRE 
Director 


J.V. RAYMOND CYR 
Director 


* Old Port of Montreal Corporation Inc. 








REVENUE, EXPENDITURES AND MINISTER’S CHANGES IN FINANCIAL POSITION 




































































ACCOUNT FOR THE YEAR ENDED MARCH 31, 1998 FOR THE YEAR ENDED MARCH 31, 1998 
1998 1997 1998 1997 
$ $ $ $ 
Revenue Operating activities 
Animation programs............sscsssesseeees 3,906,652 4,059,224 Excess of operating 
Less: Royalties to third parties............ 221,533 321,758 expenditures Over revenue............- (3,642,479) (3,243,504) 
: ie Ee - Decrease (increase) in accounts 
. pe ia receitable: cau aeootta eceanecers (178,162) 347,157 
Daily and monty parking seessennnanessees Ls tach foe Decrease (increase) in prepaid 
eg and exclusive rights........ ee 1, 33.87] EXMCUSESeeeneretes eee tener aeerraeees 111,208 (329,740) 
TNteTeGties eiscscn eee teceee ne eee eecaaenrs eee eee Tnciease (lectease) ineccoans 
533.792 509.269 PAV able mererve eee eeeceseeeaeseeerreeee=: 407,426 (910,313) 
= ae ee ee oe : Increase (decrease) in deferred 
8,175,177 8,288,064 TEVEDUIC.. ve.cvtte select vorseasantetedescceesers (43,689) 17,820 
Expenditures a a <— Increase (decrease) in the 
Ont dit provision for employee 
een eee termination benefits .....ceseseee (381,004) 38,990 
SACS MOM tales e=tetesernuen seer raeses 4,705,176 4,470,488 (3,726,700) (4,079,590) 
eo ee OAT ees sip: Investing activities 
AMIS that ON esta ceecnw ees ceeosesercese : 5 
; pee te =m O@anitalic x PCOGUlCSr ne trees: ,798,356 258,4 
Copimunicatonsercssceeeteee ace 2,017,636 2,119,204 Capital expenditures Case) Cee) 
11,817,656 11,531,568 Roaieiis ache aa 
arte ee ae Parliamentary appropriations 
Excess of operating expenditures FOGRIVEM's bck te nce wakes 9,000,000 3,800,000 
OVETMO WCDI Cea srettentaens= seantrseereanss 3,642,479 3,243,504 Remittance to the Consolidated 
Capital expenditures (Note 6)............ 3,798,356 258,429 Revenue Fund ..:scrarcaecuoseanssteries (137,130) 
Excess of expenditures 
9,000,000 662,870 
OVER TC VENUG ye. corsudescentas secvesesessnsase 7,440,835 3,501,933 poe 300258 
Revenue allotted to the Consolidated Cash 
Revenueihundieh Canada ee 293,554 305,929 Increase (decrease) for the year.......... 1,474,944 (675,149) 
= == Balance at beginning of the year ........ 648,415 1,323,564 
Amount to be funded for the year....... 7,734,389 3,807,862 ; 
Balance at the end of the year............. 21235359 648,415 
Minister’s Account = : 
Parliamentary appropriation See accompanying notes to the financial statements. 
TECELVG Uivccxesaccatuseascont cess cepcecuanewaaess 9,000,000 3,800,000 
Increase (decrease) for the year.......... 1,265,611 (7,862) 
Balance at beginning of year .............. Sells 11,077 
Balance at the end of the year............. 1,268,826 35215 








See accompanying notes to the financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1998 


LF 


Authority and activities 


The Old Port of Montreal Corporation Inc. was 
incorporated on November 26, 1981 under the Canada 
Business Corporations Act and is a wholly owned 
subsidiary of Canada Lands Company Limited, a Crown 


corporation named in Part I of Schedule III to the Financial 


Administration Act. 


Effective February 1, 1982, pursuant to an agreement 
between the Corporation and Her Majesty in Right of 
Canada represented by the Minister of Public Works and 
Government Services, the Corporation is responsible for 
developing and for promoting the development of the lands 
of the Old Port of Montreal, and for administering, 
managing, and maintaining the property of Her Majesty 
located therein. The Corporation fulfils this responsibility 
in the name and for the account of the Minister of Public 
Works and Government Services who continues to hold 
title to the capital assets for the benefit of Her Majesty. 


Significant accounting policies 
(a) Financial statement presentation 


The financial statements present transactions carried 
out by the Corporation as agent and on behalf of the 
Minister of Public Works and Government Services. 


(b) Amount to be funded 


All expenditures incurred by the Corporation, net of 
revenue used for its operations, are reimbursable by 
the Minister of Public Works and Government 
Services using a parliamentary appropriation. 


The difference between parliamentary appropriations 
received and the amount to be funded is recorded in 
the Minister’s Account. 


(c) Employee termination benefits 


On termination of employment, under specific 
conditions and the terms defined in the salary 
administration policy of the Corporation, employees 
are entitled to certain benefits. The cost of such 
benefits is recorded in the year the conditions are met. 


(d) Revenue 


Pursuant to the agreement between the Corporation 
and the Minister of Public Works and Government 
Services, proceeds from the direct use of capital assets 
having titles held by the Minister are allotted to the 
Consolidated Revenue Fund of Canada and are to be 
remitted to the Receiver General for Canada. Other 
proceeds are used by the Corporation for its 
operations. 


Old Port of Montreal Corporation Inc. 


(e) Expenditures of a capital nature 


Expenditures of a capital nature represent costs that 
significantly increase the value or extend the useful 
lives of properties administered by the Corporation 
and they also include costs of demolishing structures. 
Capital assets are not disclosed in the balance sheet 
since the Minister of Public Works and Government 
Services hods title to the capital assets for the benefits 
of Her Majesty. 


(f) Retirement savings plan 


The Corporation has established a group retirement 
savings plan under which a single trust was established 
with a private sector organization in order to 
accumulate contributions to provide a retirement 
income for the employees through individually 
registered retirement savings plans. The Corporation 
acts solely as an agent without incurring any liability. 


3. Due to Receiver General of Canada 











1998 1997 
$ $ 

Balance at beginning of the year............ 206,373 37,574 
Proceeds allotted to the Consolidated 

Revenue Fund of Canada 

Derived from operations 

Month yipankin eecctreeecerer esses: 203,700 PAUSES: 

ROMEAIS  aetecsecnverviccsteecerscerror oer 74,339 70,432 

OME T ee een ots on pverecarenee fSs15 23,502 
HOt ya ex a, fox geesecte ct caostenc seen Teokr eee sav 293,554 305,929 

499,927 343,503 

IRE mn MATICE Ste. seesetawecevaceeusscosres- crass tee seers (137,130) 
Balanceévatiend ofithe yeare...:+-2-..:+.0.:- 499,927 206,373 


Termination benefits 


During 1997-98, the Government of Canada approved 
the Expotec Canada (Montreal Interactive Science Centre) 
project. As a result, the estimated duration of the 
Corporation’s activities in the development of the Old Port 
of Montreal has been revised. Since the conditions defined 
in the salary administration policy for the payments of 
termination benefits are no longer being met, the provision, 
estimated at $381,004 as at March 31, 1997, has been 
revised accordingly and accounted for as a reduction of the 
1997-98 operating expenses. 


Capital stock 


The Corporation is authorized to issue a single share, to 
be held in trust for Her Majesty in Right of Canada, which 
may not be transferred without the consent of the Governor 
General in Council. The authorized share has been issued 
in consideration of services rendered. 





NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1998—Concluded 




















6. Breakdown of accumulated capital expenditures 11. Cumulative data since November 26, 1981 
Accumulated Accumulated Accumulated Accumulated 
as at as at as at as at 
March 31, 1997 1997-98 March 31, 1998 March 31, 1997 1997-98 March 31, 1998 
$ $ $ $ $ $ 
Improvement to Capital 
land and to expenditures .... 131,489,263 3,798,356 135,287,619 
bodies of water... 84,216,874 307,733 84,524,607 
Buildin sires eee ees 22,566,660 1,791,864 24,358,524 Excess of 
Bid GeSay eases 4,531,906 36,654 4,568,560 Operaul2 
Major wharf expenditures 
ee cite 7,955,000 7.955,000 over revenue... 36,454,741 3,642,479 40,097,220 
Furniture, urban Revenue allotted 
furniture and to the 
equipmient........... 7,050,626 853,840 7,904,466 Consolidated 
Substructure and Revenue 
public services..... 4,689,197 808,265 5,497,462 Fund of 
Archaeological ; Canadair... 5,245,871 293,554 5,539,425 
TCliCS eer 479,000 479,000 = ie i = 7 
- —___ — - = == Amount funded 
UG tall eeeeeeencer meee 131,489,263 3,798,356 135,287,619 by the 
Minister of 
: : Bie Public Works 
7. Fair value of financial instruments oA 
: h ol d Government 
The transactions related to cash, accounts receivable an ROPER GN 173,189,875 7,734,389 180,924,264 








accounts payable are incurred in the normal course of 
business. The carrying amounts of each of these accounts 
approximate their fair value because of their short term 
maturity. There is no concentration of accounts receivable 
with any customer and, consequently, the risk is low. 





8. Non-monetary transactions 


The Corporation has granted exclusive rights to some of 
its sponsors in exchange for publicity. These non-monetary 
transactions were at arm's length and recorded equally in 
revenue and in expenditure at the fair value of the assets 
and services received, estimated at $255,000 in 1997-98 
($263,700 in 1996-97). 


9. Related party transactions 


The Corporation is related in terms of common 
ownership to all Government of Canada departments, 
agencies and Crown corporations. The Corporation enters 
into transactions with these entities in the normal course of 
business. 


10. Commitments 


As at March 31, 1998, the commitments totalled 
$2,668,007 ($1,983,421 as at March 31, 1997) for 
operating activities, mainly for publicity, films and rentals, 
and $941,847 (nil as at March 31, 1997) for investing 
activities. 
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PACIFIC PILOTAGE AUTHORITY 


MANAGEMENT REPORT 


These financial statements have been prepared by 
management in accordance with generally accepted accounting 
principles. The Authority’s management is responsible for the 
integrity and objectivity of the data in these financial 
statements along with the supporting information contained in 
the annual report. Management maintains a system of internal 
control to provide reasonable assurance as to the reliability of 
financial information and the safeguarding of assets. 


The Board of Directors of the Authority is responsible for 
ensuring that management fulfils its responsibilities for 
financial reporting and internal control. The Board exercises 
this responsibility through an Audit Committee which meets 
regularly with management. 


The independent auditor, the Auditor General of Canada, is 
responsible for auditing the financial statements of the 
Authority and for issuing his report thereon. 


D. B. McLennan 
Chairman 


B. D. Chadwick 
Controller 


Pacific Pilotage Authority 


AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have audited the balance sheet of the Pacific Pilotage 
Authority as at December 31, 1997 and the statements of 
operations, retained earnings and changes in financial position 
for the year then ended. These financial statements are the 
responsibility of the Authority's management. My 
responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Authority as 
at December 31, 1997 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that 
have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Pilotage Act and regulations and the by-laws of 
the Authority. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
February 6, 1998 








BALANCE SHEET AS AT DECEMBER 31, 1997 
(in thousands of dollars) 





























ASSETS 1997 1996 LIABILITIES 1997 1996 
Current Current 
Cash and short-term investment Accounts payable and accrued liabilities 
NG 1e 0) Neca cteaeeercerce racer renscereo Lense pope 2,639 1,135 (UNToL/e" 3) ecsentenan- ace abe seeractotee ovteoonnrrecerpore 2,877 2,821 
Temporary investment (Note 4).... 907 936 Long-term 
Accounts receivable (Note 3).........-...+++ 2,958 3,025 Accrued employee termination 
Prepaid CXPeMSeS ..-.....:-cssecssserenccesvevererers 56 87 DCMS feeeeteseceetee terete cee eaeenresteanenare 666 656 
6,560 5,183 3,543 3,477 
Long-term Commitments (Note 6) 
Capital assets (Note 5) ......-..--:-sssssesereeees 614 642 
EQUITY OF CANADA 
Contributed!capital eeecrercccsccssetecesseet seen, 806 806 
Retained! eanmin Ss agers: xc ceccscarceasesratecceseere 2,825 1,542 
3,631 2,348 
7,174 5,825 7,174 5,825 





The accompanying notes are an integral part of these financial statements. 
Approved by the Authority: 


D. B. McLELLAN 
Chairman 


G. A. ADAMS 
Member 
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STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1997 
(in thousands of dollars) 



























1997 1996 
Revenues 
Pilotaperchargestesseececottee sree scsrasc 39,702 35,967 
Interest and other income 100 72 
39,802 36,039 
Expenses eae +. 
ontrack pilots. teecramtn cesses 26,260 24,916 
Transportation and travel ................... 4,180 3,605 
Operating costs of pilot boats............. 4,179 3,812 
Staff salaries and benefits 1,768 1,658 
Pilots’ salaries and benefits 1,130 951 
Professional and special services........ 262 213 
Rentals isc. scs.sci. 20 detentccs eet bees 207 204 
ATIOUUZAUOMGey eect terre eee 153 185 
Utilities, materials and supplies.......... 126 128 
SOUIPULeH SERVICES enema nen: 124 69 
Gommunicatons reer: ene te ae: 96 Oi 
Repairs and maintenance................06. 34 21 
38,519 35,859 
INetimcome for the year ves-cccc.-ceeeeoe cee 1,283 180 





The accompanying notes are an integral part of these financial statements. 


STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1997 
(in thousands of dollars) 














1997 1996 
Appropriated 
Balance at beginning and end of the 
EAU necstnds se teve tenes es descwase wsesctsores 500, 500 
Unappropriated 
Balance at beginning of the year ........ 1,042 862 
INetincome for the yeate..sc..ccec-cesees 1,283 180 
Balance at end of the year.................. D325) 1,042 
2,825 1,542 








The accompanying notes are an integral part of these financial statements. 


Pacific Pilotage Authority 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1997 
(in thousands of dollars) 


1997 1996 
Operating activities 

Net income for the year ..........0..0.0. 1,283 180 
Items not affecting cash 

ATI OCU ZAI OM waceeeseeesipetersrees eee: 153 185 
Employee termination benefits........ 10 14 
Loss on disposal of capital 

ASSES Ore ecrsencesssapcernsnatereuccoeieiets 4 
Change in non-cash operating 

components of working 

(Cap Al ececeeserscee-ssasecsseevessess events 154 (277) 
Cash generated by operating aa ; 

ACUVIMES Hse tetee eee 1,600 106 

Investing activities 

Additions to capital assets ............... (125) (62) 
Decrease (increase) in 

temporary investment................. 29 (936) 
Cash used by investing activities ..... (96) (998) 
Increase (decrease) in cash.............. 1,504 (892) 
Cash and short-term investments at 

beginning of the year.................. 1,135 2,027 
Cash and short-term investments at 

endo thetyeatiee sects ae 2,639 HSS) 





The accompanying notes are an integral part of these financial statements. 





NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997 


ile 


i) 


Authority and objectives 


The Pacific Pilotage Authority was established in 1972 
pursuant to the Pilotage Act. The objectives of the 
Authority are to establish, operate, maintain and administer 
a safe and efficient pilotage service within designated 
Canadian waters. The Act further provides that the tariffs 
of pilotage charges shall be fair and reasonable and 
consistent with providing a revenue, together with any 
revenue from other sources, sufficient to permit the 
Authority to operate on a self-sustaining financial basis. 


Pilotage services on the Fraser River are provided by 
employee pilots and in other coastal waters under a 
contract with a local licensed pilots’ company. 


The Authority is a Crown corporation named in Part I of 
Schedule III to the Financial Administration Act and is not 
subject to any income taxes. 


Significant accounting policies 
Amortization 


Amortization of capital assets is calculated on a 
straight-line basis and is based on the estimated useful lives 
of the assets as follows: 


Buildings 20 years 
Pilot boats 25 years 
Equipment —communication and other 10 years 

—computer 3 years 
Leasehold improvements 15 years 


Employee termination benefits 


Employees are entitled to specified benefits on 
termination as provided for under labour contracts and 
conditions of employment. The liability for these payments 
is estimated and recorded in the accounts as the benefits 
accrue to the employees. Annual leave is recorded at an 
estimated value based on outstanding leave credits. Other 
estimates are based on experience. 


Contributed capital 


Amounts representing the values assigned to capital 
assets transferred from Canada in 1972 and the cost of any 
property and equipment financed from parliamentary 
appropriations are shown as contributed capital. 


Appropriated retained earnings 


Amounts are appropriated from time to time by the 
Authority to provide for extraordinary costs arising from 
renewal or acquisition of capital assets and for 
contingencies. 


Pension plan 


All employees are covered by the Public Service 
Superannuation Plan administered by the Government of 
Canada. Contributions to the Plan are required from both 
the employee and the Authority. These contributions 
represent the total liability of the Authority and are 
recognized in the accounts on a current basis. 


Financial instruments 


The Authority invests its short-term funds with a 
Canadian chartered bank and in other Government of 
Canada guaranteed instruments. 


Due to the short term nature of accounts receivable, 
accounts payable and accrued liabilities, their fair value 
approximates book value. 


There is no concentration of accounts receivable with 
any one customer, and accordingly there is no significant 
credit risk. 


Temporary investment 


The Authority invests in government-backed securities 
only. Its investment portfolio as at December 31, 1997 is 
comprised of a $907,000 (1996—$936,000) Export 
Development Corporation Bond, valued at cost, (yield 
3.71%) which matures March 25, 1998. The fair market 
value of the investment as at December 31, 1997 
approximates the carrying value. 


Capital assets 





1997 1996 
Accu- 
mulated 
amorti- 


Cost zation Net Net 





(in thousands of dollars) 





Buildings .... 9) 64 =p) 50 
Pilot bOats escent sretceerss 1,306 iN IL EY/ 189 226 
Equipment 
—Communication 
and Others sees: 688 400 288 315 
—Computers.............04 564 498 66 24 
Leasehold 
improvements............. 81 65 16 PH 





2,758 2,144 614 642 











Pacific Pilotage Authority 








NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997—Concluded 





6. Commitments 


The Authority has a long-term operating lease 
obligation for office accommodation aggregating $173,520 
to December 31, 1999 at a base annual rent of $86,760. 
The obligation also calls for pro-rata share of annual 
operating costs estimated at $35,000 for 1998. 


The Authority has an operating lease agreement for the 
services at Cape Beale of a manned pilot boat until 
December 31, 1998. For 1998 the rent will be $375,381. 


The Authority has a commitment to the British 
Columbia Coast Pilots Ltd. to contribute $125,000 per 
annum towards pilot training costs, for the duration of the 
5 year contract between the two parties, commencing 
January 1, 1997. 


| 7. Comparative figures 


Certain 1996 figures, which are presented for 
comparison purposes, have been reclassified to conform 
with the current year presentation. 








Pacific Pilotage Authority 





PETRO-CANADA LIMITED 


AUDITOR’S REPORT 
TO THE MINISTER OF FINANCE 


I have audited the balance sheet of Petro-Canada Limited as 
at December 31, 1997 and the statements of operations and 
retained earnings and changes in financial position for the year 
then ended. These financial statements are the responsibility of 
the Corporation’s management. My responsibility is to express 
an opinion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


BALANCE SHEET AS AT DECEMBER 31, 1997 
(stated in millions of dollars) 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at December 31, 1997 and the results of its operations and 
the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Petro-Canada Limited Act and the by-laws of 
the Corporation. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
March 13, 1998 


Nene ee EE EE 


LIABILITIES AND SHAREHOLDER’S 




















ASSETS 1997 1996 EQUITY 1997 1996 

Current assets Current liabilities 
Cash and short-term deposits ........cccceseresesees 3 3 Aecmed interest payable rerscrsscevesacatnecseeseseres 9 9 
Accrued interest receivable 9 9 Deferred revenue (Note 4) 24 27 
Current portion of investments ...........::0+ a l2n ia Wong-termdebt (NOtCO) mreacrsrscqxceetcseeearsereens 427 409 
24 23 Shareholder’s equity (Note 7) ........::sssssseeeeeseene 4 3 

MMVESEMENTS (INOLE SD) ierccccrcasscccesevavecsarecececeesscecescss 440 425 

464 448 464 448 





See accompanying notes 
Approved by the Board: 


ROBERT HAMILTON 
Director 


JOY F. KANE 
Director 





Petro-Canada Limited 

















STATEMENT OF OPERATIONS 

AND RETAINED EARNINGS 

FOR THE YEAR ENDED DECEMBER 31, 1997 
(stated in millions of dollars) 








Revenue 


Interestirewventiewmevyns-neeeescce-ctse: 


Expenses 


Interest on long-term debt 


Dehoitatiend! Of years: .cecccc 2c.201----- 











1997 1996 
38 40 
eM 39 

1 i 

(26) (27) 

(25) (26) 





See accompanying notes. 


* Petro-Canada Limited 


STATEMENT OF CHANGES 

IN FINANCIAL POSITION 

FOR THE YEAR ENDED DECEMBER 31. 1997 
(stated in millions of dollars) 














1997 1996 
Operating activities 
INGEUNC OMEN ees aoe ene te ce 1 | 
Non-cash items included in income 
PACGIVICMIMATELES tenttewyas--s-cers street (10) (13) 
Amortization of premiums............. | D 
Amortization of deferred revenue .. (3) (3) 
(11) (13) 
Investing activities 
Proceeds from maturity of 
INV ESEMENIS ence neve ceetieseeectaeat ease 11 86 
Financing activities 
Repayment of long-term debt.............. (73) 
Increase in cash and short-term deposits 
Cash and short-term deposits at 
beginnin oxotny Catone -seecrecsnresces 3 3 
Cash and short-term deposits 
AG ChdKo tay Caney tres-see cece rete 3 3 





See accompanying notes. 





NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997 
(tables are stated in millions of dollars) 


Ihe 


tN 


The Corporation 


Petro-Canada Limited (“the Corporation”) is an agent 
Crown corporation named in Part II of Schedule III of the 
Financial Administration Act. The objective of the 
Corporation is to meet its obligations on its outstanding 
bonds and its current and future operating costs from the 
revenues generated by its investment portfolio and cash 
reserves. 


Pursuant to an Order-in-Council and subsequent 
amendments to income tax legislation, effective July 3, 
1991, the Corporation became an exempt corporation for 
purposes of the Income Tax Act and is not liable for income 
taxes after that date. 


Summary of significant accounting policies 
(a) Translation of foreign currency 


Monetary assets and liabilities are translated into 
Canadian dollars at rates of exchange in effect at the 
balance sheet date. Related interest revenue and 
expense are translated at rates of exchange in effect at 
the respective transaction dates. Investments hedge 
foreign currency fluctuations on long-term debt. 
Unrealized exchange gains or losses arising on 
translation of investments are offset against those 
relating to the long-term debt with the difference 
recorded in the investment component of the balance 
sheet. 


(b) Investments 


Investments are carried at cost less amortization of 
premiums on acquisition. Premiums on acquisition are 
amortized on a straight-line basis over the life of the 
related bond. Strip bonds are carried at cost plus 
accrued interest. 


(c) Deferred revenue 


Deferred revenue is amortized on a straight-line basis 
over the life of the related debt. 


Related party transactions 


The Corporation holds investments with a face value of 
Canadian $254 million (1996—Canadian $244 million) in 
Export Development Corporation, an agent Crown 
corporation of the Government of Canada, and has 
Canadian $3 million on deposit with the Government of 
Canada (1996—Canadian $3 million). The investments 
earn interest of Canadian $21 million per annum (1996— 
Canadian $21 million). The deposit earned interest of 
Canadian $184,000 during 1997 (1996—Canadian 
$133,000). The interest has been reflected in the statement 
of operations as interest revenue. At December 31, 1997, 
Canadian $9 million was owing to Petro-Canada Limited 
for interest earned during 1997 (1996—Canadian 
$9 million). 


A-318 


4. Deferred revenue 


In May 1991, the Corporation entered into a debt 
restructuring agreement (“the Agreement”) with Petro- 
Canada and the Government of Canada whereby Petro- 
Canada was to prepay to the Corporation the outstanding 
debentures receivable due to the Corporation based on the 
market value of the debentures on the date of prepayment. 
At December 31, 1992, Petro-Canada had prepaid all 
debentures receivable due to the Corporation thereby 
completing the repayment required under the terms of the 
Agreement. Proceeds from the prepayments were used to 
retire long-term debt of the Corporation. Where 
outstanding debentures in long-term debt could not be 
retired, investments were purchased by the Corporation to 
meet the future obligations on such debt. 


Under the Agreement Petro-Canada paid to the 
Corporation a prepayment premium in consideration of the 
costs associated with the prepayment of debentures 
receivable. 


The Corporation has deferred the portion of the gain on 
retirement of debentures receivable and the portion of the 
prepayment premium associated with the long-term debt 
not redeemed. 


5. Investments 


The investments are high quality government debt 
securities that are intended to be held until maturity and as 
a result no adjustments are made for any decreases in 
market value. Proceeds from interest and principal maturity 
of the investments approximate the Corporation’s interest 
and principal obligations of the debentures in long-term 
debt both in respect of the timing of payments and the 
currency of payments. 


Credit risk: About 99% of the securities in the 
investment portfolio are U.S. government and agency 
securities and Export Development Corporation notes, 
which are considered to be low risk, and the other 1% are 
provincial government securities. 


Terms and conditions: Strip bonds, which receive 
interest at maturity, earn effective interest of 5.56% to 
8.61%. These bonds mature between 1998 and 2018. 
Coupon bonds receive interest semi-annually at interest 
rates of 7.05% to 10.35%. These bonds mature between 
1998 and 2019. 


Fair value: The fair value of the investments is Canadian 
$465 million at December 31, 1997 (Canadian 
$477 million at December 31, 1996). The fair value is 
determined by quoted market prices. 


Petro-Canada Limited © 











NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997—Concluded 


6. Long-term debt 











Maturity 1997 1996 
9.50% unsecured debentures 
(U.S. $88 million) ......000..... 2003 125 120 
8.60% unsecured debentures 
(U.S. $158 million).............. 2010 226 216 
8.25% unsecured debentures 
(U.Seo33amillion) ta ...neee: 2016 47 46 
9.70% unsecured debentures 
(US2$16 million) «0.0.2.2: 2018 28 22 
8.80% unsecured debentures 
(UiS5 $4 million)... 2019' 6 5 
427 409 


% Redeemable, at face value, in 2004 at the option of the 
holder thereof. 


There is no repayment of long-term debt in the next five 
years. 


The fair value of the long-term debt portfolio is 
Canadian $513 million at December 31, 1997 (Canadian 
$473 million at December 31, 1996). The fair value is 
determined by quoted market prices. 


7. Shareholder’s equity 











1997 1996 
Capital ae eee ee Pee 2727 
jE ITXCSTS An SN | ae eNO cnn (25) (26) 
2,702 2,701 
Shareholder’s equity attributed to - wi 
investment in Petro-Canada 
transferred to the Government 
On Canada OOM ee vos5. tec exesceeexs (2,698) (2,698) 
4 3 


Authorized capital 


(a) 71,188 common shares with a par value of one 
hundred thousand dollars each, and 


(b) Preferred shares issued to the Government of Canada 
provided that the amount of such shares together with 
any loans received, and outstanding, from the 
Consolidated Revenue Fund of the Government of 
Canada is not in excess of one billion dollars. These 
shares have a par value of one dollar each, are 
redeemable at par at the option of the Corporation, carry 
no stated rate of dividend and are non-cumulative. 


Issued to the Government of Canada 








Number of 
Shares 1997 1996 
Common shares.................+. 17,540 1,754 1,754 
Preferred shares 972,771,853 973 973 
otal capitals <0. cessscecesesse-cs IG EH 2,727 
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PORT OF QUEBEC CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID COLLENETTE, P.C., M.P. 


MINISTER OF TRANSPORT 

We have audited the balance sheet of Port of Québec In our opinion, these financial statements present fairly, in 
Corporation as at December 31, 1997 and the statements of all material respects, the financial position of the Corporation 
earnings and surplus and changes in financial position for the as at December 31, 1997, and the results of operations and the 
year then ended. These financial statements are the changes in its financial position for the year then ended in 
responsibility of the Corporation’s management. Our accordance with generally accepted accounting principles. 


responsibility is to express an opinion on these financial 


eRe MieneS based on o1m andit We further report that, in our opinion, the transactions of the 


Corporation that have come to our notice in the course of our 


We conducted our audit in accordance with generally examination of the financial statements have been, in all 
accepted auditing standards. Those standards require that we significant respects, in accordance with Part X of the F. inancial 
plan and perform an audit to obtain reasonable assurance Administration Act and regulations, the Canada Ports 
whether the financial statements are free of material Corporation Act and with the charter and by-laws of the 
misstatement. An audit includes examining, on a test basis, Corporation. 


evidence supporting the amounts and disclosures in the 

financial statements. An audit also includes assessing the 

accounting principles used and significant estimates made by 

management, as well as evaluating the overall financial 

statement presentation. Québec, Canada 
January 23, 1998 


Mallette Maheu 
General Partnership 
Chartered Accountants 


BALANCE SHEET AS AT DECEMBER 31 
































ASSETS 1997 1996 LIABILITIES 1997 1996 
$ $ $ $ 
Current assets Current liabilities 
Cash and short-term Accounts payable and 
investments (Note 4)........cscscseseeseseseees 7,086,381 4,708,592 ACCIMEUN ADIN ES tres rterseentecseererceresss 1,852,577 1,230,174 
Accounts receivable (Note 5)... 3,159,421 2,362,959 Grants-in-lieu of municipal taxeS............0+ 187,500 148,275 
Materials and supplies.............cccccccsesssseesees 207,003 217,506 Deferred mevenuleske.eeoecr-ceecesertsassecenaeres= : 924,229 880,467 
10,452,805 7,289,057 2,964,306 2,258,916 
Investments (Note 4) saeccssceseessetss-eescenanenssceanare 2,602,454 3,684,570 Long-term debt 
Raxediassets: (NOU |@))csersecencscsretsce-esseontbessraetees 49,836,547 50,973,332 Accrued employee benefits .............:eereeee 555,709 595,000 
3,520,015 2,853,916 
EQUITY OF CANADA 
Contributed capital ieee csenccsecesersserrescrarteeeess 58,169,735 58,169,735 
Supp lursyenstes co saetarseeectece eters eet erent eese 1,202,056 923,308 
: 59,371,791 59,093,043 
62,891,806 61,946,959 62,891,806 61,946,959 





Commitments (Note 7). 
On behalf of the Board: 
MICHEL BERUBE 


Chairman 


ROSS GAUDREAULT 
President and Chief Executive Officer 
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EARNINGS AND SURPLUS 
YEAR ENDED DECEMBER 31 


















































1997 1996 
$ $ 
Revenues from operations ............0:ccee 13,348,833 12,748,250 
Expenses 
Operating and administrative .............. 8,639,591 7,776,192 
Charges from National Office ............. 289,852 417,357 
Grants-in-lieu of municipal taxes ........ 1,338,846 1,247,625 
10,268,289 9,441,174 
Earnings before depreciation, 
financial income and 
AIMS Tell AUSTIN eeepeey toa eeeeeteaccewescess-ct 3,080,544 3,307,076 
Depreciation of fixed assets 3,335,216 3,200,139 
Earnings (loss) before financial 
income and unusual item.................... (254,672) 106,937 
Financial income 
ny CSEMCMEANC OME mey Myre eter ete 504,115 487,760 
IMMETESILS XP COSC manor ene erecta eee eee (127,853) 
504,115 SB 0y/ 
Earnings before unusual item................... 249,443 466,844 
Unusual item 
Gatnionsaletotland tcsccstes-ceete. ates 827,623 
Severance spay (Note 3))o.2oie.sceerecs-eee (798,318) 
29,305 
arnines for they caters ..crce: ar 278,748 466,844 
Surplus at beginning of year 923,308 456,464 
UTpPUSeAu CMC OL VEAL, tetcrcrterscceees 1,202,056 923,308 





CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31 








1997 1996 
$ $ 
Operating activities 
Bamings fomthe yeatmecsss sss: 278,748 466,844 
Operating items not involving 
cash 
Depreciation of fixed assets .... 3,335,216 3,200,139 























Accrued employee benefits ..... (39,291) (220,000) 
Gain on sale of fixed assets..... (826,279) (23,601) 
Othererrrecets srreceracteseceteresiesssee 32,116 (6,523) 
2,780,510 3,416,859 
Net change in non-cash 
components of working capital..... 737,088 (61,487) 
Net funds from operations................. 3.517.598 3.355.372 
Investing activities a - a 
Decrease in long-term 
investments 1,050,000 1,000,000 
Additions to fixed assets 0.0... (2,223,341) (UST 7e 215) 
Sale of fixed assets less amounts 
receivable of $ 817,657 «0.0... 33,952 39,768 
Net funds used for investments ......... (1,139,809) (537,447) 
IMerease/imi Cash! pOsidsOne-ceesenreeesetece 2,377,189 2,817,925 
Cash position at beginning of year......... 4,708,592 1,890,667 
Cash position at end of year...............0.. 7,086,381 4,708,592 








Cash position consist of cash and short-term investments. 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997 


i. 


to 


Statutes of incorporation 


The Port of Quebec Corporation was incorporated on 
June 1", 1984, under section 6.2(1) of the Canada Ports 
Corporation Act. The Corporation is exempt from income 
taxes. 


Significant accounting policies 
Investments 


Investments, which are guaranteed Securities of Canada, 
are shown at amortized cost whereby premiums and 
discounts from par value are amortized over the periods to 
maturity. 


Fixed assets 


Fixed assets are recorded at cost except for those 
transferred to the corporation from Canada, which are 
recorded at appraised or fair market value established at the 
time of transfer. Grants received from Canada and from 
third parties for capital projects are deducted from the cost 
of the related fixed assets. 


Depreciation is calculated on the straight-line basis 
commencing with the year the asset becomes operational, 
using the following annual rates: 


Dredging 2.5%-6.7% 
Berthing structures 2.5%-10% 
Buildings 2.5%-10% 
Utilities 3.3%-10% 
Roads and surfaces 2.5%-10% 
Machinery and equipment 5%-20% 
Office furniture and equipment 20% 


Pension costs 


All permanent employees of the Corporation are 
covered by the Public Service Superannuation Plan 
administered by Canada. Contributions to the plan are 
required from both the employees and the Corporation. The 
annual contributions represent the liability of the 
Corporation for pensions and are recognized in the 
accounts on a current basis. 


Grants-in-lieu of municipal taxes 


Grants-in-lieu of municipal taxes is estimated based on 
municipal assessments adjusted in accordance with the 
Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of 
Public Works Canada. Any adjustments upon finalization 
are reflected in the accounts in the year of settlement. 


Employee benefits 


The Corporation accrues estimated liabilities for 
severance pay, annual leave and overtime compensatory 
leave, which are payable to its employees in subsequent 
years under collective agreements, or in accordance with its 
policy. 


Fair value of financial instruments 


The fair value of financial instruments other than 
investments, namely cash, accounts receivable and 
liabilities, is believed to equal their carrying amounts. 


Severance pay 


Canada Ports Corporation has undertaken the 
dismantling of all police services under its jurisdiction. 
Even though this service was the responsibility of Canada 
Ports Corporation, all costs were supported by Port of 
Québec Corporation. 


The police force of Port of Québec Corporation has 
been abolished as of October 12, 1997 carrying a cost of 
$798,318, additional to what had already been accounted 
for in the past. 


Investments 


Short-term investments of $1,038,924 maturing within 
one year consist of guaranteed Securities of Canada and 
their fair value is $1,060,815. 


Long-term investments of $2,602,454 consist of Canada 
bonds maturing from 1999 to 2001 and their fair value is 
S277 5.03ilk 


Accounts receivable 


Accounts receivable include an amount of $817,657 
receivable from the sale of land. 


Port of Québec Corporation 











NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1997—Concluded 


6. Fixed assets 









Cost 
$ 

NILE T sho in sinconct Speco ce oe Caer er eee A a ee ee 11,155,836 
Dredging 4,561,341 
Berthing structures.............. 25,287,347 
Buildings 43,306,776 
Utilities 20,414,857 
Roads and surfaces 6,510,255 
Machinery and equipment 1,210,206 
Onieetumittire audieqtipmientems. rae seer eee 652,116 
ELOIECIS IMT O OTCSS mee teeters Mie een nee eee eres Ne Tiss? 

114,976,086 





ay ; a 1996 
Accumulated Net Net 
depreciation value value 

$ $ $ 
11,155,836 11,155,836 
4,203,856 357,485 385,546 
20,807,131 4,480,216 4,207,611 
24,654,052 18,652,724 19,238,211 
8,856,358 11,558,499 12,116,928 
5,446,665 1,063,590 1,176,313 
133,796 476,410 398,114 
437,681 214,435 118,586 
News ae 2,176,187 
65,139,53 49,836,547 50,973,332 


a S?.:.00OOoOoOooOonwoqov—<s$Sseee_eeeeee 


Projects in progress include an amount of $1,313,800 8. 
for studies and construction plans. Management believes 
that these costs will be charged to specified fixed assets. 


7. Commitments 


The Corporation is committed by a financing lease to 
rent equipments for the unloading of nickel. The maximum 
cost to be supported by the Corporation is $23,000,000 plus 
accrued interest during the construction period. Annual 
equal instalments including principal and interest are 
payable by the client in order to amortize the loan over a 
period of 20 years, renewable for another period of 
10 years thereafter. The interest rate used will be the yield 
rate of 10-year Canada bond on the day of disbursements 
plus 1%. At the end of the first 10-year term, the then yield 
rate of a 10-year Canada bond will replace the first term 
interest rate. 9. 


The Corporation has financed its investment in this 
financing lease with a loan of a maximum of $23,000,000 
which is a decreasing revolving term loan, repayable over a 
period of 20 years, plus interest at the prime rate or 
banker’s acceptance rate plus stamping fees of 0.5% per 
year. The prime rate and the stamping fees will increase by 
0.25% and 0.2% respectively if the Canadian government 
becomes by a law no longer committed to the bank for Port 
of Québec Corporation. Moreover, the Corporation will 
have to assign to the bank its rent, the equipment and the 10 
terminal if such a law is passed. The Corporation takes part 
in swap transactions to cover itself from interest rate risk. 
The Corporation will have to repay 15.5% of the loan in 
the first 5 years. 


Port of Québec Corporation 


Related party transactions 


During the year, the Corporation entered into 
transactions with related entities including various 
departments, government organizations and Crown 
corporations. 


Principally, the Corporation earned rental revenues of 
$573,000 (1996—$638,000) from related entities. The 
expenses paid to related parties mainly consist in 
reimbursements of $290,000 (1996—$417,000) to Canada 
Ports Corporation as its share of the Corporation’s head 
office expenses. 


The Corporation has accounts payable of $164,000 
(1996—$243,000) and accounts receivable of $118,000 
(1996—$203,000) with the same related parties. 


Transportation system review 


The national marine transportation system has been and 
continues to be under review by the Government of 
Canada. The effect of this review is the proposed 
implementation in 1998 of a new Canada Marine Act 
superceding the Canada Ports Corporation Act. 


At this time, the impact upon the Corporation is not 
known, but it is not expected to have a significant impact 
on operations. 


. Comparative figures 


Certain comparative figures have been reclassified to 
conform with the presentation used in the current year. 








PRINCE RUPERT PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID COLLENETTE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have audited the balance sheet of Prince Rupert Port 
Corporation as at December 31, 1997 and the statements of 
earnings and surplus and changes in financial position for the 
year then ended. These financial statements are the 
responsibility of the Corporation's management. Our 
responsibility is to express an opinion on these financial 
statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET AS OF DECEMBER 31, 1997 


In our opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at December 31, 1997 and the results of its operations and 
the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, we report that, in 
our opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation 
that have come to our notice during our audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, and the letters patent and by-laws of the 
Corporation. 


KPMG 
Chartered Accountants 


New Westminster, Canada 
January 30, 1998 


eo ———————OOooOo=ga=qoq®q®q®q®Q®Q®q®q®qSSSsSsow moo 
LIABILITIES AND EQUITY OF 
ASSETS 1997 1996 CANADA 1997 1996 
$ $ $ $ 


Current liabilities 








Current assets 




















Gash eiceeccenssacessccetaaceteetupsnesoresteroceensths 619,975 1,495,708 Accounts payable and accrued 
Investments (Note 2)... 9,551,528 14,811,561 MADE! SE cee sscotecce cst cnceanentecorees 817,009 338,475 
Accounts receivable .... 2,546,040 1,519,194 Grants in lieu of municipal taxes.......... 750,000 910,247 
Materials and supplies...............-.++--. ___ 196,909 153,162 Deferred tevemtiestec-cscrcsresecee-eer---s=e 276,979 Diao 

12,914,452 17,979,625 Current portion on loans 
Capital assets (NOte)S)iescciusscersnereso-s 92,371,112 94,278,897 fromGanadaie scnmsscatesssseumearaee 371,545 
1,843,988 1,895,658 
oansi from) Canad ale: .cscscccescsesscssnseaenterers 9,625,656 
EQUITY OF CANADA 

Contributed capital es cccc strc sesesenee-s: 84,611,805 84,611,805 
SUnplils eereesececteteceeescenerecareer ss ctectcarcaear 18,829,771 16,125,403 
103,441,576 100,737,208 
105,285,564 112,258,522 105,285,564 112,258,522 








Commitments (Note 4). 
See accompanying notes to financial statements. 


On behalf of the Board: 


RHODA WITHERLY 
Chairman 


DONALD H. KRUSEL 
President and Chief Executive Officer 


Prince Rupert Port Corporation 








STATEMENT OF EARNINGS AND SURPLUS STATEMENT OF CHANGES IN FINANCIAL POSITION 

































































YEAR ENDED DECEMBER 31, 1997 YEAR ENDED DECEMBER 31, 1997 
i ee BE ee ee 
1997 1996 1997 1996 
$ $ $ $ 
Revenue from operations ...............:0000+ 13,245,653 12,514,232 Cash provided by (used in) 
F : Operations 
Expenses Net earnings noe setteeeesneennseenncenseesssses 2,728,633 742,652 
Contracttalisenvices ne seats ae 4,581,873 4,985,316 Items not involving cash 
Operating and administrative ............. 3,708,970 3,266,854 AMOTUZAUON...--eseerresseees sore eeeennneeen 2,061,347 2,335,484 
INGAORIZATION ooo cctrcescsocEcsscessseciee, 2,061,347 2,335,484 Changes in non-cash operating 
Grants in lieu of municipal taxes........ 658,263 797,755 Working Capital .....eeeeeeesees (750,718) 89,324 
11,010,453 11,385,409 _ 4,039,262 3,167,460 
Earnings from operations ..................006- 2,235,200 1,128,823 Fi : 
inancing 
Increase in contributed capital ............ 5,000,000 
Other earnings (expense) Decrease in loans from Canada............ (9,997,201) (5,337,276) 
IMAL ONES teiceecast onc. cacecnsreritssexss-gacenseotscen 493,433 794,563 Dividend to Canada ceecccccecceccccecceeeeeees. (24,265) (15,662) 
|fOVETRERN >, GRE TIO caceecercasseeesen sen Sones (1,180,734) Se —== : 
(10,021,466) (352,938) 
493,433 (386,171) I = - — = 
nvestment 
ING IgG AUN OS se .cereaeracanaesssccaesssaeseccee acevo? 2,728,633 742,652 Purchase of capital assets................0++. (153,562) (439,517) 
ie - ec ES 
Surplus, beginning of year... ee 16,125,403 15,398,413 Increase (decrease) in cash position........ (6,135,766) 2.375.005 
18,854,036 16,141,065 Cash position, beginning of year............ 16,307,269 13,932,264 
aoe FL = z 
Pee ORR rca rere. ZAP E62 Cash position, end of year ...s.csasssssee 10,171,503 16,307,269 
SV UNPIUS TEMG: Ol YCAU=cesssresas-caseeecseeyeseceees 18,829,771 16,125,403 eee ooo 
See accompanying notes to financial statements. Cash position is defined as 
aS Airset tocnd aera rete ee eee ee 619,975 1,495,708 
InIVESTMED Serrano een eee eaters 9,551,528 14,811,561 
Cash positionaeses ees eee ee 10,171,503 16,307,269 








See accompanying notes to financial statements 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997 


Local port corporation 


The Prince Rupert Port Corporation was established 
effective June 1, 1984 as a local port corporation pursuant 
to the Canada Ports Corporation Act. The Corporation is 
exempt from income taxes. 


On June 1, 1984, all the assets and liabilities of Canada 
Ports Corporation relating to the Port of Prince Rupert were 
transferred to the Corporation at their book value as 
recorded by Canada Ports Corporation. 


Significant accounting policies 


The preparation of the financial statements in 
conformity with generally accepted accounting principles 
requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities as at the date 
of the financial statements and the reported amounts of 
revenues and expenses during the period. Actual results 
may differ from those estimates. A summary of the 
significant accounting policies of the Corporation is as 
follows: 


(a) Investments 


The investments, which are direct and guaranteed 
securities of Canada, are shown at amortized cost. 
Premiums or discounts are amortized over the periods 
to maturity. 


(b) Capital assets 


Capital assets are recorded at cost. Amortization is 
calculated on the straight-line basis commencing with 
the year the asset becomes operational, at rates based 
on the estimated useful lives of the assets as follows: 


Dredging 5% 
Berthing structures 2.5%-10% 
Buildings 5%-10% 
Roads and surfaces 3.3%-10% 
Utilities 5%-10% 
Machinery and equipment 5%-100% 
Office furniture and equipment 20%-33.3% 


(c) Pension costs 


All permanent employees of the Corporation are 
covered by the Public Service Superannuation Plan 
administered by Canada. Contributions to the plan are 
required from both the employees and the 
Corporation. The annual contributions represent the 
liability of the Corporation for pensions and are 
recognized in the accounts on a current basis. The 
Corporation is not required under present legislation to 
make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation 
Account or for indexation payments under the 
Supplementary Retirement Benefits Act. 


(d) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is 
estimated based on municipal assessments adjusted in 
accordance with the Municipal Grants Act. Grants are 
paid after the amounts have been audited by the 
Municipal Grants Division of Government Services 
Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


(e) Employee benefits 


The Corporation accrues in its accounts annually the 
estimated liabilities for severance pay, annual leave 
and overtime compensatory leave, which are payable 
to its employees in subsequent years. 











Investments 
1997 1996 
$ * 
ANIMOTUZECICOSE ve szeee seer ec sesrececnssaveteetes 9,551,528 14,811,561 
Miarketivall We. scecte.ser ss cctenatesnarsaners se 9,523,344 14,845,125 











Prince Rupert Port Corporation 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997— Concluded 


3. Capital assets 





1997 1996 
Accumulated 
Cost amortization Net Net 
$ $ $ $ 

Land... CRRECE AS orn ee COURSE UOCEICEC ESRC ESOC PER EEC EEPE Er rE UE CCHSCP- HOI FORE ES ae Sa 63,748,741 63,748,741 63,748,741 
TONE PAN) Satara nec scstienet steam teers te Se on ech eee a ae 332,186 123,231 208,955 229,159 
Berti ney stitic tute saeerinssscame cera ore ren ee eee ene een ee 36,631,080 13,060,270 23,570,810 24,660,200 
Bul din cy tere. coertare erste cress soit Set ee rmer Coen ee meme a AEA. 5,631,495 2,849,237 2,782,258 3,116,937 
Roadsvand)surtaces:: aaa eee ar oes PIE EP ela T283,351 5,615,955 1,667,402 1,898,846 
UNG rarest mene tea ee es ee ee eR oe 2,758,152 2,556,664 201,488 211,299 
Machimeny andrequipmentss.scese sn. ceets te ee ae eee 2,458,475 2,354,214 104,261 77,156 
Officestmmitune and equipment te.-s..ctecescseceente eevee soe eee 414,023 391,570 22,453 54,926 
Gonstinch Onin rO SCS Stee oars eee ete 64,744 64,744 285,033 
LO 3227253 26,951,141 92,371,112 94,278,897 


4. Commitments 
The Corporation rents its premises under an operating 
lease which expires April 30, 1999. The future rent payable 
to the expiry date is approximately as follows: 


$ 
WOO Sinner es ancora cs sec cee tee notes shennan ass Ser eee 81,685 
MO re rresd erence eaaaa ten traccmtesssecsacuCevsstisoev soles tbesaiicess 27,228 


5. Related party transactions 


(a) During the year, the Corporation earned lease revenue 
of $2,041,093 (1996—$1,723,047) from Ridley 
Terminals Inc., a company which is a wholly-owned 
subsidiary of Canada Ports Corporation. At 
December 31, 1997, accounts receivable included 
$290,491 (1996—$124,142) from Ridley Terminals 
Inc. 


(b) During the year, the Corporation paid $244,290 
(1996—$356,321) to Canada Ports Corporation as its 
share of that Corporation's head office expense. At 
December 31, 1997, accounts payable included 
$22,098 (1996—accounts payable of $20,430) to 
Canada Ports Corporation. 


6. Financial instruments 
(a) Interest rate risk 


The Company’s short term investments are exposed to 
interest rate risk. As interest rates rise or fall, the 
market value of their investments will fall or rise 
accordingly. 


(b) Fair values 


The carrying values of cash, accounts receivable, 
accounts payable and accrued liabilities approximate 
their fair value due to the relatively short periods to 
maturity of the instruments. 








Prince Rupert Port Corporation 





QUEENS QUAY WEST LAND CORPORATION 


AUDITORS’ REPORT 


TO THE MINISTER OF PUBLIC WORKS 
AND GOVERNMENT SERVICES 


I have audited the balance sheet of Queens Quay West Land 
Corporation as at March 31, 1998 and the statements of 
operations and deficit and changes in financial position for the 
year then ended. These financial statements are the 
responsibility of the Corporation’s management. My 
responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


BALANCE SHEET AS AT 31 MARCH 1998 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, I report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Canada Business Corporation Act and the 
articles and by-laws of the Corporation. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 8, 1998 
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ASSETS 1998 1997 
$ $ 
Current assets 
Cash and short-term investments 
CNi@ fee) Arcee eerlirctacrarcem necectsteosseesars 1,178,133 MiKo oAlgl 
REGEIVADIES meee rermrntcrst tectsteresnontanrerseteses ___ 287,058 130,470 _ 
1,465,191 2,897,687 _ 
Non-current assets 
Receivable from the City of Toronto........ 407,231 122,102 
[ern bucancesnctanterateresre eesseersen epctencuncaeraenranexeseen il : ae! 
407,232 122,103 
1,872,423 3,019,790 


LIABILITIES AND SHAREHOLDER’S 
DEFICIENCY 1998 1997 





Current liabilities 


Accounts payable and accrued 


Wal Tithe Fee secccceceetanrecotear verse ercnnccecsees 1,061,337 1,917,353 
Loans from Canada (Note 4) .........::00 45,800,000 45,800,000 
Shareholder’s deficiency 
Share capitalli(NOte:9) i rscven-eracapeesencancess 1 1 
Gontributedicapitall ern tee ces eescrreccas 1,000,000 1,000,000 
DC FICIt -copeei secest ss eatas suceosareestvomesesterscce vases (45,988,915) (45,697,564) 





(44,988,914) (44,697,563) 


Contingencies (Note 8) 





1,872,423 3,019,790 





See accompanying notes to financial statements. 
On behalf of the Board: 


DAVID F. ELLIS 
Director 


ANNE S. MORASH 
Director 
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STATEMENT OF OPERATIONS AND DEFICIT 
FOR THE YEAR ENDED MARCH 31 

















1998 1997 
$ $ 
Corporate and commercial operations 
Revenues 
Parking income (Note 7) ............... 63,320 858,434 
Commercial and other income 
(Note 7) 205,100 HEMI 
IMMETES Biecacestv cascessvevscsacssctcoycieteeecose 90,437 143,184 
358,857 395395 
Expenses 
Commercial management............... 920,265 1,377,668 
Corporate administration................ 120,931 150,519 





1,041,196 1,528,187 





Net corporate and commercial 





HHCOME LOSS eertececssete ee cetemee renee (682,339) 211,208 
Development operations 
andisalesi (NOt) eeaccscneets eee ees oes 786,000 
Period development costs (Note 6)..... (395,012) (2,376,247) 
Net development income (expense)......... 390,988 (2,376,247) 





Net parking and commercial income 
assigned to Harbourfront Foundation 


CIN OIE S/)ieceeer renter coe toeeeeheceececeom meas 1,065,512 475,517 
Contributions to Harbourfront 
Foundation (Note 7)y.cccsser-scce-s eeeseeees (1,065,512) (475,517) 








Parliamentary appropriations from 
Canada for operating contributions 








to Harbounttont' Centres. ....:..:-..c---5- 4,100,000 6,700,000 
Operating contributions to Harbourfront 

CE CIUE raceac ce cescneiescescoss cave tusectsuersvacertewe (4,100,000) (6,700,000) 
INGtIOSSsfOmUe) ¥CaNzeesscssccesnestceasceencce<one (291,351) (2,165,039) 


Deter besimnim gol yeateec--- ess (45,697,564) (43,532,525) 
(45,988,915) (45,697,564) 


See accompanying notes to financial statements. 
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Queens Quay West Land Corporation 


STATEMENT OF CHANGES IN FINANCIAL 
POSITION FOR THE YEAR ENDED MARCH 31 








1998 1997 
$ $ 
Operating activities 

Metmlossrouthesy eats sss cescauee. (291,351) (2,165,039) 
ATM OUUIZATOD ry enews wien eeseacetssataccasss ee 9,119 
Deferred development costs .............. : 2,120,024 
(291,351) (35,896) 
Receivables and other assets.............. (441,717) (79,193) 

Accounts payable and accrued 
ITAD UNH OS oo ees ctces teuraseeewerescscceceon: (856,016) (637,436) 


(1,589,084) (752,525) 


Contributions to Harbourfront 


Cenittes(INOLe wn) zeecararecetece reese (4,100,000) — (6,700,000) 
Contributions to Harbourfront 
Foundation (Note 7)............:0..-0++- (1,065,512) (475,517) 


OmMGsS 2) els: 517) 
(6,754,596) (7,928,042) 


Cash applied to operating activities .... 


Financing activities 
Parliamentary appropriations from 
Canada for operating 
contributions to Harbourfront 
Gemtner ye seer nen tee athe cn en eer 4,100,000 6,700,000 
Net parking and commercial income 
assigned to Harbourfront 





Poundations. easter cee 1,065,512 475,517 
Cash provided by financing activities ..... 5,165.5 12 7,175,517 
Decrease in cash and short-term = > 
IBAA VSSUTOM(S INES reve sos oqnacecdodooccrp na aee cEAEDOOEY: (1,589,084) (752,525) 
Cash and short-term investments, 
[Dyey an ALAVORE Oi SUSE rcocrceernetonccucoscoeaoen.e 2 hOW eT 3,519,742 





Cash and short-term investments, 
end Of VGalenc-cpere tee re eee IIS PAcisI3 353 2,767,217 





See accompanying notes to financial statements. 





NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998 


i) 


Accounting policies 


1. The Corporation 


Queens Quay West Land Corporation (the Corporation’), 
incorporated under the Canada Business Corporations Act on 
December 21, 1984, is a Crown corporation listed under Part 
I of Schedule III of the Financial Administration Act. The 
share capital of the Corporation is held by Her Majesty the 
Queen in Right of Canada (“Canada”) as represented by the 
Minister of Public Works and Government Services. 
Legislation dealing with the sale of the Corporation’s assets 
and the subsequent dissolution of the Corporation received 
royal assent in November, 1991. The Corporation is exempt 
from corporate income tax. 


The Corporation operates the Harbourfront site (the 
Site”) under a Management Agreement with Canada. The 
site, totaling approximately 100 acres, was originally held by 
Canada. In recent years, much of the land has been conveyed 
to the City of Toronto with the intended use being parkland 
and public infrastructure. Of the original 100-acre site, the 
Corporation currently holds only two remaining properties, 
consisting of approximately 5.8 acres, YQ4 located at 
200 Queens Quay West and BQ7, located on 545 Lakeshore 
Blvd. West. 


The Corporation’s mandate is to provide solutions to all 
outstanding business issues, find an alternate funding vehicle 
to Harbourfront Centre and sell all the remaining assets. This 
will allow Queens Quay West Land Corporation to be wound 
up. The Corporation intends to fulfill its obligations and 
commitments, including those pursuant to the Management 
Agreement with the Minister of Public Works and 
Government Services. The Corporation’s 1998 Corporate 
Plan and the Management Agreement have been approved by 
Governor in Council. The Corporation is managed on a 
fee-for-service basis by Canada Lands Company 
CLC Limited. 


Agreements with Canada permit the sale or conveyance 
by the Corporation of certain remaining real estate assets 
with the proceeds to be used to assist the Corporation in 
discharging its obligations. The Corporation has received 
significant financial support from Canada and continues to be 
dependent on Canada to ensure that the Corporation’s 
obligations and commitments are met as they come due. 


In addition to the related party transactions disclosed 
elsewhere in these financial statements, the Corporation 
enters into transactions with Canada and other Crown 
corporations in the normal course of business. 


These financial statements have been prepared in 
accordance with accounting principles generally accepted in 
Canada. The significant accounting policies of the 
Corporation are as follows: 


(a) Revenue recognition 


Revenues from commercial activities are recognized as 
the related services are provided. 


(b) Land 


Transfers of land to the Corporation from Canada 
required to facilitate certain development agreements are 
recorded at a nominal cost. 


(c) Period development costs 


Costs related to development activities, parkland and 
public infrastructures not directly attributable to a 
project are recorded in the Statement of Operations as 
period development costs. 


(d) Short-term investments 
Short-term investments are carried at cost. 
Short-term investments 


The Corporation invests in the short-term money market. 
The overall portfolio yield for the year was 3.4% (1997— 
4.6%). All instruments held in short-term investments are 
rated Rl-middle or better by the Dominion Bond Rating 
Service. The average term to maturity is 30 to 90 days. The 
fair value of short-term investments as at March 31, 1998 and 
1997 approximated the net book value. 


Loan from Canada 


The loan from Canada is non-interest bearing and is due 
and payable March 31, 2004. The Corporation may prepay 
the loan principal at anytime without penalty upon fourteen 
days’ prior notice. The fair value of the loan is $34 million 
(1997—$30 million) on a discounted basis. Upon the 
disposal of YQ4 and BQ7, payments of $10.5 and 
$3.0 million respectively are due to the City of Toronto, and 
the remaining funds are to go towards paying the loan from 
Canada to the extent possible. At March 31, 1998 the face 
value of the loan exceeded the value of the Corporation’s 
assets. However, included in these assets are two properties 
carried at a nominal value of $1. It is management’s estimate 
that the net proceeds from the sale of the two properties will 
only be sufficient to pay 40% of the loan from Canada. 


. Share capital 


The authorized share capital of the Corporation consists of 
500,000 (1997—500,000) common shares without par value 
of which 215,000 (1997—215,000) shares are issued and 
fully paid for consideration of $1 (1997—$1). 


Queens Quay West Land Corporation 











NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Concluded 


6. Development operations 9. Reclassification of comparative figures 
The period development costs of $395,012 (1997— Certain 1997 comparative figures have been reclassified 
$256,223) relate to administrative costs for the conveyance to conform with the presentation adopted in 1998. 


of the properties to the City of Toronto. 





In 1997, deferred development costs of approximately 
$2.1 million were written off. These costs relate primarily 
to three development properties which have been conveyed 
to the City of Toronto during that year. 


7. Contributions to Harbourfront Foundation 


The Harbourfront Foundation is a charitable foundation 
that was formed to receive funds and make ongoing 
contributions to support the public programming activities 
of Harbourfront Centre. 


As approved by Treasury Board and reflected in the 
statement of operations, the Corporation has retained 
ownership of the following two properties but contractually 
assigned the related net revenues to Harbourfront 
Foundation: 


e Net parking income from YQ4 for the period October 1, 
1996 to March 31, 2001; and 


e Net commercial income from BQ7 for the period 
October 1, 1996 to March 31, 2001. 


Similarly, the Corporation has assigned to Harbourfront 
Foundation net commercial income of $455,000 per year 
from the Queens Quay Terminal Building for the period 
October 1, 1996 to July 6, 2080. This assignment has a fair 
value of approximately $7 million. 


However, as the Corporation sold its reversionary 
interest in Queens Quay Terminal Building in 
November 1997 for net proceeds of $786,000, the 
Corporation does not recognize net commercial income and 
contribution expense associated with the Queens Quay 
Terminal Building. 


8. Contingencies 


As a result of agreements entered into by the 
Corporation providing for land conveyances and 
exchanges, the Corporation is contractually obligated for 
certain contingent liabilities concerning capital projects, 
payments to the City for parks development, road costs 
environmental costs and other indemnities. The 
Corporation, pursuant to an Implementation Agreement 
with the City of Toronto, is required to pay $13.5 million 
when the two remaining properties are sold. The 
Corporation expects to sell the two remaining properties by 
the year 2000. 


The Corporation is a defendant in certain lawsuits. In 
the opinion of management, these actions will not have a 
material adverse effect on the financial position of the 
Corporation. 
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ROYAL CANADIAN MINT 


MANAGEMENT REPORT 


The financial statements contained in this annual report have 
been prepared by Management in accordance with generally 
accepted accounting principles in Canada and the integrity and 
objectivity of the data in these financial statements are 
Management’s responsibility. 


Management is also responsible for all other information in 
the annual report and for ensuring that this information 1s 
consistent, where appropriate, with the information and data 
contained in the financial statements. 


In support of its responsibility, Management has developed 
and maintains books of account, records, financial and 
management controls, information systems and management 
practices. These are designed to provide reasonable assurance 
as to the reliability of financial information, that assets are 
safeguarded and controlled, and that transactions are in 
accordance with the Financial Administration Act and 
regulations as well as the Royal Canadian Mint Act and by- 
laws of the corporation. 


The Board of Directors is responsible for ensuring that 
Management fulfills its responsibilities for financial reporting 
and internal control. The Board exercises its responsibilities 
through the Audit Committee which includes a majority of 
members who are not officers of the corporation. The 
Committee meets with Management and the independent 
external auditor to review the manner in which these groups 
are performing their responsibilities and to discuss auditing, 
internal controls and other relevant financial matters. The 
Audit Committee has reviewed the financial statements with 
the external auditor and has submitted its report to the Board of 
Directors. The Board of Directors has reviewed and approved 
the financial statements. 


The corporation’s external auditor, the Auditor General of 
Canada, audits the financial statements and reports to the 
Minister responsible for the Royal Canadian Mint. 


Danielle V. Wetherup 
President and Master of the Mint 


Beverley A. Lepine 
Vice-President, Administration and Finance 





AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS AND GOVERNMENT 
SERVICES 


I have audited the balance sheet of the Royal Canadian Mint 
as at December 31, 1997 and the statements of operations and 
retained earnings and changes in financial position for the year 
then ended. These financial statements are the responsibility of 
the corporation's management. My responsibility is to express 
an opinion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the corporation as 
at December 31, 1997 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, I report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Royal Canadian Mint Act and the by-laws of 
the corporation. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
February 20, 1998 


Royal Canadian Mint 








BALANCE SHEET AS AT DECEMBER 31, 1997 
(in thousands of dollars) : 


eo SSS.) ..6(55sS(sswwouaoo___— oeeeeaea“<———e——— —————————— ——  ———————————————————___ 

















ASSETS 1997 1996 LIABILITIES 1997 1996 
Current Current 
Cash and short-term investments............... 1,203 Banksmoebredness assem ertee ee 3,768 
NECOUNTS MEGCIVADIC tere seessertecsereettecctece sere 20,249 8,414 ANGCOUNES PaVvable were eee weeenscct reese: 19,126 17,713 
PTE PAICIORPENSES re. raratznccesete seca ssencceerectin 924 1,402 Current portion of loans (Note 5)................ 1,022 76 
Daventomesti (NOLES) tececta-oes sco nrcsasees 37,697 27,975 Deterredinevenleseesenen mesa mann eee 225% 1,358 
58,870 38,994 ___ 26,174 eres 
(@apital ASSETS) (INOUGA) ceccsesserensssnewscasesecssene 46,662 46,485 Long-term 
EO ATIS(INOLE So) eae sete rete ne nae eee 9,000. 22 
Provision for employee termination 
DONE IS macs c rie ncscet cre tter rae ter aoe eee 5,566 5,465 
14,566 5,487 





SHAREHOLDER’S EQUITY 


Share capital (authorized and issued, 











4,000 non-transferable shares) ............0.... 40,000 40,000 

Retaine dhe annilin OS ears re enecenneecrstete tienes 24,792 20,845 

64,792 60,845 

105,532 85,479 105,532 85,479 














Approved by Management: 


DANIELLE V. WETHERUP 
President and Master of the Mint 


BEVERLEY A. LEPINE 
Vice-President, Administration and Finance 


Approved on behalf of the Board of Directors: 


DR. JOSE A. BLANCO 
Chairman 


Royal Canadian Mint 





STATEMENT OF OPERATIONS 

AND RETAINED EARNINGS 

FOR THE YEAR ENDED DECEMBER 31, 1997 
(in thousands of dollars) 



































1997 1996 
REVENUES si. ce:0s.ceeserinsereess 425,793 316,861 
Cost of goods sold 373,697 278,154 
GLOSS ePNO Mtoe cesar oeescacentaeone ances esncterentone 52,096 38,707 
Other expenses 
Marketing and sales 28,202 22,664 
Administration............... 13,540 11,526 
Depreciation ee cers tereccrce ee setsesees sarees: 6,295 S185) 
48,037 37,325 
IMCOMe KODOPetatl OUSmetnoseasansrereestseee 4,059 ree? 
Interest inCOMer ccs rscccue cy -coeeneer es saunter 205 391 
Interestiexpense i... cecesveste<cssescescenstesntecns (151) (110) 
Income before income taX ............s:+es0+++ 4,113 1,663 
IG Omertary (INOLE1O) seevs-cusanctsrensnceceerscseres= 166 135 
INGH OKO hibosastccerstsexeceeseereteerescessneessees-peters 3,947 1,528 
Retained earnings, beginning of year....... 20,845 ie) 207) 
Retained earnings, end of year................. 24,792 20,845 





STATEMENT OF CHANGE IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1997 
(in thousands of dollars) 





























1997 1996 
Operating activities > 
ING DIO Miles tease wenn eet nccemsesoreets 3,947 1,528 
Item not affecting funds 
Depreciation save seriercccncscscoesrenes 6,295 eplley) 
10,242 4,663 
Net change in non-cash working 
Gapitalleccvecez. Se seterccesossnercas tetueacaur iw cues (18,766) 8,955 
Increase (decrease) in provision 
for employee termination benefits........ 101 (304) 
(8,423) 13,314 
Investing activities : 7 . ; 
Additions to capital assets (net)............ (6,472) (5,628) 
Financing activities 
Repayment of loans from Canada ........ (76) (76) 
Other loams se eveeserssseseseesteseentecesemesaeess 10,000 (3,021) 
9,924 (3,097) 
Increase (decrease) imicaslie.s.-:.-css-eseencen- (4,971) 4,589 
Cash and short-term investments (bank 
indebtedness), beginning of year.......... 1,203 (3,386) 
Cash and short-term investments (bank 
indebtedness), end of year..............+00+- (3,768) 1,203 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997 


1. Authority and objectives 


The Mint was incorporated in 1969 by the Royal 
Canadian Mint Act and is an agent corporation of Her 
Majesty named in Part II of Schedule III to the Financial 
Administration Act. The objectives of the Mint are to mint 
coins in anticipation of profit and to carry out other related 
activities. 


The Mint may borrow money from the Consolidated 
Revenue Fund or any other source, subject to the approval 
of the Minister of Finance with respect to the time and the 
terms and conditions, but the aggregate of the amounts 
loaned to the Mint and outstanding at any time shall not 
exceed $50 million. 


NO 


Significant accounting policies 
(a) Inventories 


Raw materials and supplies are valued at the lower of 
cost and replacement cost, cost being determined by 
the average cost method. Work in process and finished 
goods are valued at the lower of cost and net realizable 
value, cost being determined by the average cost 
method. 


(b) Capital assets 


Capital assets are recorded at cost and depreciated 
under the straight-line method at the following annual 


rates: 

Land improvements 2 1/2% 
Buildings 2 1/2% 
Equipment 10% 
Hardware and software 20% 


(c) Deferred revenues 


Payments received in advance on sales are not 
recognized as revenue until the products are shipped. 


(d) Employee termination benefits 


Employees are entitled to specific termination benefits 
as provided under their collective agreement and terms 
of employment. The liability for these benefits is 

charged to income as benefits accrue to the employees. 


(e) Pension plan 


Employees participate in the Public Service 
Superannuation Plan administered by the Government 
of Canada. The corporation’s contributions to the Plan 
are limited to an amount equal to the employees’ 
contributions on account of current services and are 
charged to operations on a current basis. The 
corporation is not required to make contributions with 
respect to actuarial deficiencies of the Public Service 
Superannuation Account. 


Royal Canadian Mint © 














NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Concluded 
3. Inventories 
1997 1996 
(in thousands of dollars) 
RAW) MALSEIAIS resrcctesecceseverececsnceceseeteecesceens 20,751 13,310 
IWWOLKCAIUIPTOC SS inceierskeeseeneseree avec cette: staems 7,266 7,641 
Finished. 2000S cesses. cestencctce-svesstsetorouvares 6,813 4,406 
SUP MSSiaasewstersssnstassencrerces hatpanunsscaue corceas 2,867 2,618 
37,697 ZT S 
In order to facilitate the production of precious metal 
coins, the Mint borrows the quantity of gold, platinum and 
silver required and pays interest based on the value of these 
metals established on the commodity markets. As at 
December 31, 1997, 162,573 ounces of gold, 1,114,419 
ounces of silver and 3,623 ounces of platinum (1996— 
91,095 ounces of gold, 756,166 ounces of silver and 
2,448 ounces of platinum) were borrowed and are not 
reflected in these statements. 
4. Capital assets 
1997 1996 
Accu- 
mulated Net Net 
depre- book book 
Cost ciation value value 
(in thousands of dollars 
Pande ae 3,226 3,226 3,226 
Land improvements...... 914 669 245 259 
IBh0ul toate re erceuconeacenrnce 45,110 16,667 28,443 29,085 
ISGP IEDs ceeeseeccseoeess 44.555 30,679 13,876 ih PATS) 
Hardware and 
SOltW ale awarererrent secs 5,008 4,136 872 2,636 
98,813 S2hSI 46,662 46,485 
5. Loans 


The long-term loan of $10 million bears interest at a rate 
of 5.925% per annum and the principal is repayable in ten 
installments of $1 million per year. 


nile 


ae 


ie Royal Canadian Mint 


Income tax 


The corporation's 1997 income tax relates solely to the 
large corporations tax. The corporation’s expected income 
tax rate is the net federal statutory rate (including surtax) of 
39.12% less the manufacturing and processing deduction of 
7.0%. The 1997 and 1996 effective tax rates are zero, 
exclusive of the large corporations taxes, due to the losses 
realized in each of the years. The corporation has income 
tax losses of approximately $0.1 million (1996— 
$5.5 million) the benefits of which have not been 
recognized, and which are available to reduce taxes 
payable for years up to 2002. In addition, the corporation 
has differences between the tax and accounting values of 
the assets, largely existing at the date it became subject to 
income tax, for which future deductions are available in the 
amount of approximately $27.7 million (1996— 
$25.6 million). The corporation is not subject to provincial 
income taxes. 


Related party transactions 


The corporation is related in terms of common 
ownership to all Government of Canada owned entities. 
The corporation enters into transactions with these entities 
in the normal course of business, under the same terms and 
conditions that apply to unrelated parties. Transactions 
with the Department of Finance related to the production 
and delivery of Canadian circulation coins are generally 
carried out on a cost plus basis. 


Short-term investments and other financial instruments 


The corporation uses financial instruments such as 
forward contracts and options to reduce the risk of loss due 
to adverse movements in foreign exchange and metal 
prices. At year end, the nominal value of the corporation’s 
foreign exchange forward contracts, all maturing in 1998, 
totalled $11 million (1996—$4 million) and approximated 
the fair market value. Precious metal options worth 
$13 million were purchased to offset the exposure in 
options issued by the corporation. These options expire in 
the year 2000. Gains or losses on these financial 
instruments are recognized in earnings over the period 
when the hedged items are recognized in earnings. In 
accordance with the corporation’s investment policy, all 
counterparties for investments and other financial 
instruments are rated R-1 low or better by the Dominion 
Bond Rating Service or AA or better by Moody’s Investors 
Service. 
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SAINT JOHN PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID COLLENETTE 
MINISTER OF TRANSPORT 


We have audited the balance sheet of the Saint John Port In our opinion, these financial statements present fairly, in 
Corporation as at December 31, 1997 and the statements of all material respects, the financial position of the Corporation 
income and retained earnings and cash flows for the year then as at December 31, 1997 and the results of its operations and 
ended. These financial statements are the responsibility of the the changes in its financial position for the year then ended in 
Corporation's management. Our responsibility is to express an accordance with generally accepted accounting principles. 


opinion on these financial statements based on our audit. : aE : ; 
Further, in our opinion, the transactions of the Corporation 


We conducted our audit in accordance with generally that have come to our notice during our examination of the 
accepted auditing standards. Those standards require that we financial statements have, in all significant respects, been in 
plan and perform an audit to obtain reasonable assurance accordance with Part X of the Financial Administration Act 
whether the financial statements are free of material and regulations, the Canada Ports Corporation Act and the by- 
misstatement. An audit includes examining, on a test basis, laws of the Corporation. 


evidence supporting the amounts and disclosures in the 

financial statements. An audit also includes assessing the 

accounting principles used and significant estimates made by 

management, as well as evaluating the overall financial Saint John, Canada 
statement presentation. January 22, 1998 


Ernst & Young 
Chartered Accountants 


BALANCE SHEET AS AT DECEMBER 31 
(in thousands of dollars) 
eee eee SsSO OOO OOOO << 


LIABILITIES AND EQUITY OF 








ASSETS 1997 1996 CANADA 1997 1996 
Current Current 
Cashitcy serie tne Spiers Rit Sten ey ote 361 122 Accounts payable and accrued charges ....... 4,564 2,146 
Investinentsi(IN OLE) ererecestscecneessearserrcecesae= 11,526 7,922 Dividend payable (Note 10).............:::000 91 










































ANGCOUMES TECEIV EG Den srecrasteassnsscersrustporsestxees SRS 2,608 _ Weferre dime VENUES Hr. ccrereseeecerintesncnnaceennneenent= te 148 228 
13,308) 103652 Grants in lieu of municipal taxes ................ 0s a 
Syl 5,220 
Long-term Long-term 
Long-term investments (Note 3) .............. 986 983 Accrued employee benefits ..............:s::000+ 428 367 
Fixed tassets (Note essen ..csaeestecnececntmere 56,976 57,879 D039 5,587 
57,962 58,862 
EQUITY OF CANADA 
Contributed capital (Note 6)... 61,659 61,659 
Retained eamnincseerecciver see seerwe neces 3,072, 2,268 
65,331 63,927 
MOball ASSES) receee ty cecencesttee carer ee evesenneds Vase zsas 71,270 69,514 Total liabilities and equity of Canada............. APT) 69,514 
See accompanying notes. 
On behalf of the Board: 
PETER S. GLENNIE 
Chairman 


ALWYN G. SOPPITT 
President and Chief Executive Officer 
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STATEMENT OF INCOME AND RETAINED EARNINGS 


YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


























1997 1996 
Revenues from operations .............:.:ces000 12,089 13,456 
Expenses 
Operating and administrative ................ 8,986 8,945 
Depreciation samen ee ee, ce ceet ony core: 1,627 S95 
Grants in lieu of municipal taxes........... 425 705 
Gain on disposal of fixed assets ............ (15) 
11,038 11,230 
Income from operations...............::c:ccc0 1,051 2,226 
InVvestinen GinGOMeysecsees ee eres sere ee eee 444 433 
ILETEST CXPCUSCiereeoveeeneceteee este eat eee (524) 
adel (91) 
ING INCOME Arete eenins aernenstaeucar nee ences: 1,495 Ze 35) 
Retained earnings, beginning of year......... 2,268 133 
3,763 2,268 
Bividend (Noten) escent cress tree cers 91 
Retained earnings, end of year................... 3,672 2,268 








See accompanying notes. 


* Saint John Port Corporation 


STATEMENT OF CASH FLOWS 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 























1997 1996 
Cash provided by (used in) 
Operations 
INetinconmehr. srrsercietescocesseser sete ereseres 1,495 25135) 
Add items not requiring a cash 
payment 
DE pre ciati@ tinue. crests ences 1,627 1595 
Gain on disposal of fixed assets..... (15) 
OMG tea eer ese eet erates seas 61 (165) 
3,183 35950 
Net change in non-cash working capital 
balanGess(NOtGM)) accsessceaeessastees eee 1,387 1,931 
4,570 5,481 
Financing 
Forgiveness of long-term debt............. 37,749 
Addition to contributed capital............ (37,749) 
Investing 
Additions to fixed assets ........0............ (724) (343) 
one-term anvestinentsisen essere (3) (3) 
Proceeds on disposal of fixed assets.... 15 
(727) (331) 
Increases CaShipers svete niece etre 3,843 5,150 
Cash position, beginning of year............. 8,044 2,894 
Cashipositiony endioiveansmis nsec 11,887 8,044 








Cash position consists of cash and short-term investments. 
See accompanying notes. 





NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997 


IF 


tO 


Canada Ports Corporation Act and incorporation 


In accordance with the Canada Ports Corporation Act, a 
petition for the establishment of a local port corporation at 
the Port of Saint John was approved and the Saint John 
Port Corporation was incorporated under the laws of 
Canada effective at the closing of business on 
December 31, 1986 and commenced operations January 1, 
1987. 


In accordance with the Canada Ports Corporation Act, 
the assets, liabilities and equity were transferred to the 
Saint John Port Corporation at their carrying values in the 
accounts of the Canada Ports Corporation - Port of Saint 
John. 


Significant accounting policies 
Investments 


The investments are shown at amortized cost whereby 
premiums or discounts from par value are amortized over 
the periods to maturity. 


Fixed assets 


Fixed assets are recorded at cost except for those 
transferred to the Corporation from Canada which are 
recorded at appraised or fair market value established at the 
time of transfer. Grants towards capital projects received 
from Canada and from third parties are deducted from the 
cost of the related fixed assets. 


Depreciation is calculated on the straight-line basis for 
the full year, commencing with the year the asset becomes 
operational using rates as follows: 


Assets Depreciation 
rates % 


Dredging 2.5-6.7 
Berthing structures 2.5-10.0 
Buildings 2.5-10.0 
Utilities 3.3-10.0 
Roads and surfaces 2.5-10.0 
Machinery and equipment 5.0-100.0 
Office furniture and 

equipment 20.0 


Pension costs 


All permanent employees of the Corporation are 
covered by the Public Service Superannuation Plan 
administered by Canada. Contributions to the plan are 
required from both the employees and the Corporation. The 
annual contributions represent the liability of the 
Corporation for pensions and are recognized in the 
accounts on a current basis. 
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Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is 
based on estimated municipal assessments adjusted in 
accordance with the Municipal Grants Act. Any 
adjustments upon finalization are reflected in the accounts 
in the year of settlement. 


Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay and annual leave 
which are payable to its employees in subsequent years 
under its collective agreements or in accordance with its 
policy. 


Investments 


Investments are direct and guaranteed securities of 
Canada as follows: 


1997 1996 





Amortized Face Amortized Face 
cost value cost value 





(in thousands of dollars) 





Canada 

Treasury 

Billstsspesseee- oy 11526 11,617 7,922 7,969 
Canada Bonds........ 986 1,000 983 1,000 





Fixed assets 





1997 1996 
Accu- Accu- 
mulated mulated 
depre- depre- 
Cost ciation Cost ciation 








(in thousands of dollars) 


PanGintersmssceer SHILA) Shia) 
Dredgingvn---.-. 1,739 1,599 1,739 1,594 
Berthing 

structures ...... 48,910 36,692 48,861 36,154 
Buildings........... 16,192 7,613 16,163 7,242 
Witnlities secesssetes 7,591 5,604 7,438 5,421 
Roads and 

SUGLACES:......:s 7,716 5,857 7,216 5,497 
Machinery and 

equipment... 1,120 823 1,120 713 
Office furniture 

and 

equipment .... 1,388 1,293 1,358 1,236 
Work under 

construction . 46 86 





116,457 59,481 115,736 57,857 
Accumulated 
depreciation . 59,481 57,857 


Net book value... 56,976 57,879 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Concluded 


5. Forgiveness of long-term debt 


In 1996, term loans in the amount of $18,052,457 from 
Canada, bearing interest at 11% to 12.43% maturing 
between December 31, 1998 and 2005, were forgiven 
under The Supplementary Estimates and the Appropriation 
Act. 


Also in 1996, the balance of a loan in the amount of 
$19,696,119 provided by the Province of New Brunswick, 
the repayment of which had been linked to the net 
operating income of Rodney Terminal Complex, was 
forgiven by the New Brunswick Transportation Authority. 


Forgiveness of the two loans was credited to contributed 
capital. 


6. Adjustment to contributed capital 


1997 1996 





(in thousands of dollars) 


Contributed capital, 


bepimmin sion yeatincesrccctceseteee> 61,659 23,910 
Forgiveness of debt from Canada 
(NOCD) fais ieeevean eaecesceteestesvacereivssss 18,053 


Forgiveness of debt from the 
Province of New Brunswick 
(IN OtGs5)) heewtoceereesetas ee rc eer 19,696 





Contributed capital, end of year.......... 61,659 61,659 


7. Net change in non-cash working capital balances 


1997 1996 





(in thousands of dollars) 


Decrease (increase) in current 














assets 
(ACCOUNTS TECCIVADIGN.e:crc.cc0s-s-0eee 1,187 (1,485) 
1,187 (1,485) 
Increase (decrease) in current 
liabilities 
Accounts payable and accrued 
CHATSES\ 2 cncevesentocstecswasiesssitet <anite 2,418 1,076 
Weterredine venUcce eee eters (2,375) 2,380 
Grants in lieu of municipal taxes... 157 (40) 
200 3,416 
1,387 1,931 


8. Related party transactions 


During the year the Corporation paid $286,162 (1996— 
$389,094) to Canada Ports Corporation as its share of that 
Corporation’s head office expense. 


Saint John Port Corporation 


S) 


10. 


Transportation system review 


The national marine transportation system has been and 
continues to be under review by the Government of 
Canada. The effect of this review is the proposed 
implementation of a new Canada Marine Act superceding 
the Canada Ports Corporation Act. At this time, the impact 
upon the Corporation is not known. 


Commitments 


In accordance with a policy concerning payment of 
dividends to the Canadian government, the Corporation is 
required to pay a dividend, in respect to 1997, based on a 
method of calculation using net earnings. This dividend, 
payable before March 31, 1998, amounts to approximately 
$91,446 for 1997 and has been applied against retained 
earnings. 











ST. JOHN’S PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID COLLENETTE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have audited the balance sheet of St. John's Port 
Corporation as at December 31, 1997 and the statements of 
earnings and surplus and changes in financial position for the 
year then ended. These financial statements are the 
responsibility of the Corporation's management. Our 
responsibility is to express an opinion on these financial 
statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatements. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET AS AT DECEMBER 31 


In our opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at December 31, 1997 and the results of its operations and 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation 
that have come to our notice during our examination of the 
financial statements have, in all significant respects, been in 
accordance with Part X of the Financial Administration Act 
and regulations, the Canada Ports Corporation Act and the 
by-laws of the Corporation. 


Doane Raymond 
Chartered Accountants 


St. John’s, Canada 
February 6, 1998 

















ASSETS 1997 1996 
$ $ 
Current 
(GENS DR SPRe RR rete ean RAR er RENE ea ce 54,368 40,800 
Investments (Note 3).... 6,080,160 5,202,391 
Accounts receivable ...... _< 577,541 537,485 
6,712,069 5,780,676 
Bixedi(NOtstA)iewecneee eset en cere 11,413,533 11,779,103 





18,125,602 NG SSS 














LIABILITIES 1997 1996 
$ $ 
Current 
Accounts payable and accrued liabilities. 376,087 300,801 
Grants in lieu of municipal taxes .............. 126,777 167,226 
Detemedsrevenilcseemnn esate tsse eres 152,046 157,143 
654,910 625,170 
Accrued employee benefits ............:.::s:0:ss0e0e 186,034 23 gol 
840,944 856,901 
EQUITY OF CANADA 
Gontributedicapitalleeerecectrccsccscceeterereentaors 10,131,636 10,131,636 
Stinplins eee cece eset erecatesnusstnereneeterseret 7,153,022 6,571,242 





17,284,658 16,702,878 
18,125,602 173559,779 











See accompanying notes to the financial statements. 
On behalf of the Board: 


MELVIN WOODWARD 
Chairman of the Board 


DAVID J. FOX, P. Eng. 
Port Manager and Chief Executive Officer 











St. John’s Port Corporation 





STATEMENT OF EARNINGS AND SURPLUS 
YEAR ENDED DECEMBER 31 





























1997 1996 
$ $ 

Revenues from operations............::.1cseeee 3,170,094 3,084,430 
Operating and administrative expenses ..... 2,115,296 1,762,739 
PDE PPSCIAW ON iis cascesscstxscesseassecs(sceee ease 620,263 848,424 
Grants in lieu of municipal taxes 68,448 PHIL 

2,804,007 2,740,940 
Earnings from operations ...........:.:seeseee 366,087 343,490 
Ibaniekwrateso| MbaXefoy nee cee tye seeboacaec chenecre eet eee 226,600 265,584 
INC ES ARTIN PS ctecesvetecacuce ecvset vadeceusceesctecieees 592,687 609,074 
Surplus, beginning of year .............-..0---.-.- 6,571,242 5,962,168 
INGE Canin OS tien matey cceteec nes sveesnsacsseeoatese 592,687 609,074 
Diivadend to Canadar screener te ees (10,907) 
SUMP LUSH EMG On VEAGrccsss: ackteenensseseecererss 7,153,022 6,571,242 





See accompanying notes to the financial statements. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 



































YEAR ENDED DECEMBER 31 
1997 1996 
$ $ 
Cash derived from (applied to) 
Operating 
Net earnings 592,687 609,074 
Depreciation 620,263 848,424 
Other non-cash items (45,697) 29193 
VR UGTE253 1,486,691 
Change in non-cash operating 
working capital (Note 5)........... 78,100 5,054 
1,245,353 1,491,745 
Financing 
Change in construction payables .... (88,416) 115,014 
Dividendhtal@anataeersseecg.cese-: (10,907) 
(995323) 115,014 
Investing 
Purchase of fixed assets... = (263,838) (631,210) 
Disposal of fixed assets.................+ 9,145 1,000 
(254,693) (630,210) 
NET MGLCASe Wl CAS Lise eeeserarer andere reresece 891,337 976,549 
Cash and short-term investments 
SENT MOL SVCAN sac eee ene ees cases sere: 5,243,191 4,266,642 
PING OP VC ar i eeattecrssetasaveue caeseacesseersacs 6,134,528 5,243,191 





See accompanying notes to the financial statements. 


St. John’s Port Corporation 


NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1997 


IF 


tO 


Local port corporation 


In accordance with the Canada Ports Corporation Act, a 
petition for the establishment of a local port corporation at 
the Port of St. John’s was approved and the St. John’s Port 
Corporation was established effective June 1, 1985. 


In accordance with the Canada Ports Corporation Act 
the assets, liabilities and equity were transferred at their 
carrying values in the accounts of the Canada Ports 
Corporation - Port of St. John’s to the St. John’s Port 
Corporation. 


Summary of significant accounting policies 
Investments 


The investments, which are direct and guaranteed 
securities of Canada, are shown at amortized cost. 
Premiums or discounts are amortized over the periods to 
maturity. 


Fixed assets 


Fixed assets are recorded at cost, except for those 
transferred to the Corporation from Canada, which are 
recorded at appraised or fair market value established at the 
time of transfer. Grants towards capital projects received 
from Canada and from third parties are deducted from the 
cost of the related fixed assets. 


Depreciation 


Depreciation is recorded on the straight-line basis for 
the full year, commencing with the year the asset becomes 
operational, using rates as follows: 


Dredging 2.9% 
Berthing structures 2.5-10% 
Buildings 2.5-10% 
Utilities 3.3-10% 
Roads and surfaces 2.5-10% 
Machinery and equipment 5-100% 
Office furniture and equipment 20-33.3% 


Pension costs 


All permanent employees of the Corporation are 
covered by the Public Service Superannuation Plan 
administered by Canada. Contributions to the plan are 
required from both the employees and the Corporation. The 
annual contributions for pensions are recognized in the 
accounts on a current basis. 


Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is 
based on estimated municipal assessments adjusted in 
accordance with the Municipal Grants Act. Grants are paid 
after the amounts have been audited by the Municipal 
Grants Division of Public Works and Government Services 
Canada. Any adjustments upon finalization are reflected in 
the accounts in the year of settlement. 





NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1997—Concluded 


Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay, annual leave and 
overtime compensatory leave, which are payable to its 
employees in subsequent years in accordance with its 





6. Related party transactions 


During the year the Corporation paid $87,244 (1996— 
$67,444) to Canada Ports Corporation as its share of that 
Corporation's head office expense. 


Marine policy review 


The national marine transportation system has been and 
continues to be under review by the Government of 
Canada. The effect of this review is the proposed 
implementation of a new Canada Marine Act superceding 
the Canada Ports Corporation Act. At this time, the impact 
upon the Corporation is not known. 














policy. 
Investments 
1997 1996 
Amortized Face Amortized Face 
cost amount cost amount 
$ $ $ $ 
Short-term....... 6,080,160 6,182,000 5,202,391 5,311,000 
Fixed assets 
1997 1996 
Accu- 
mulated Net Net 
depre- book book 
Cost ciation value value 
$ $ $ $ 
Landen. servan 5,244,905 5,244,905 5,090,796 
Dredging tence. 19,500 975 18,525 19,013 
Berthing 
structures ....... 11,277,062 7,970,457 3,306,605 3,468,126 
Buildings............ 1,427,690 OMT 25 409,965 384,757 
Utilities 3,540,878 1,974,779 1,566,099 1,696,174 
Roads and 
SUDLACES ...cese.- 4.019.840 3,370,685 649,155 728,650 
Machinery and 
equipment...... 360,321 217,200 143,121 143,408 
Office furniture 
and 
equipment...... 276,022 250,864 25,158 30,937 
Projects 
under 
construction... 50,000 a 50,000 217,242 
26,216,218 14,802,685 11,413,533 11,779,103 


Change in non-cash operating working capital 





INCCOUMIS TEGCEUYADIC wre tieseenentaceunes 


Accounts payable and accrued 


Liab WtlES Reasscesvatectearessocerstreetecce 
Grants in lieu of municipal taxes..... 
DefermedatsventieStes.csen setters etre 





1997 1996 
$ $ 
(40,056) 4,449 
163,702 (64,614) 
(40,449) 49,062 
(5,097) 16,157 
78,100 5,054 





St. John’s Port Corporation 





THE ST. LAWRENCE SEAWAY AUTHORITY 


MANAGEMENT'S REPORT 


The accompanying consolidated financial statements of The 
St. Lawrence Seaway Authority and all information in this 
annual report are the responsibility of management. 


The consolidated financial statements have been prepared in 
accordance with generally accepted accounting principles and 
necessarily include some estimates which are based on 
management’s best judgements. Information contained 
elsewhere in the annual report is consistent, where applicable, 
with that contained in the consolidated financial statements. 


To meet management’s responsibility and to assure the 
integrity and reliability of financial reporting, the Authority 
maintains a system of internal controls, policies and procedures 
to provide reasonable assurance that assets are safeguarded, 
and that transactions and events are properly recorded. 


The system of internal control is supplemented by an 
internal audit which conducts periodic reviews of different 
aspects of the Authority’s operations. In addition, our external 
auditors have full and free access to the members of the 
Authority, who oversee management’s responsibility for 
maintaining adequate control systems and the quality of 
financial reporting. 


The Auditor General of Canada is responsible for auditing 
the consolidated financial statements and for issuing his report 
thereon. 


Carol Lemelin 
Comptroller and Treasurer 


Michel Fournier 
President and CEO 


Cornwall, Canada 





The St. Lawrence Seaway Authority 


AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have audited the consolidated balance sheet of The St. 
Lawrence Seaway Authority as at March 31, 1998 and the 
consolidated statements of operations, deficit and changes in 
financial position for the year then ended. These financial 
statements are the responsibility of the Authority’ s 
management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position of 
the Authority as at March 31, 1998 and the results of its 
operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting 
principles. As required by the Financial Administration Act, | 
report that, in my opinion, these principles have been applied 
on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that 
have come to my notice during my audit of the consolidated 
financial statements have, in all significant respects, been in 
accordance with Part X of the Financial Administration Act 
and regulations, The St. Lawrence Seaway Authority Act and 
regulations, and the by-laws of the Authority. 


Richard Flageole, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 1, 1998 
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CONSOLIDATED BALANCE SHEET AS AT MARCH 31, 1998 


(in thousands of dollars) 
ASSETS 


Current 
Cash and short-term investments 


(Note Sis Factees cacsenartsscnccescstseccos ancestors, 
Accounts receivable (Note 4).............0000 
Accrued interest receivable .............:100+0+ 
Supplies ventOLy -sccssteccrenesercecertr- canes 


Long-term 


Investments: (NOtE 3)\2ite.ccsssssenensectecoe=- >= 
Mortgages receivable (Note 5)............6 
Advance to a co-venturer (Note 6).......... 


Investments in non-consolidated 


wholly-owned subsidiaries (Note 7)... 


Capitalfassets! (NOtETS)rnscueaseatsceneterereneren 








1998 1997 
30,383 36,256 
5,686 4,951 
1,567 1,043 
2,547 2,673 
40,183 44,923 
57,444 59,581 
1,036 1,055 
474 567 
2 2 
514,751 503,721 
613,890 609,849 


LIABILITIES 


Current 
Accounts payable and accrued 


lialbilittesi(INOte*4) i aasacesecectcossercceeree ces 


Provision for the Departure Incentive 


Program (INOte MO) screener eaternend 
Accrued employee termination benefits ... 


Provision and accrued charges for 


abandonment of railway bridges........... 
Large corporations tax payable ................ 


Long-term 


Accrued employee termination benefits ... 


Commitments and contingencies (Notes 13 
and 14) 


EQUITY OF CANADA 


Contributed capital (Note 9)... 
DE RLGIts eater cre rere cman neternenssencatones ese araaae 




















1998 1997 
18,175 12,966 
BO Sil 
2,747 661 
627 4,317 
36 25 
25,536 17,969 
11,596 13,720 
Sii132, 31,689 
624,950 624,950 
(48,192) (46,790) 
576,758 578,160 
613,890 609,849 





See accompanying notes to the consolidated financial statements. 


Approved: 


M. FOURNIER 
President and CEO 


C. LEMELIN 
Comptroller and Treasurer 





The St. Lawrence Seaway Authority 














CONSOLIDATED STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 


 MG.FN 30x S—OS5— 



























































1998 1997 
Seaway Thousands 
International Islands 
Seaway Bridge Bridge Total Total 
Revenues 
74,058 1,301 75,359 76,679 
ORLOS 59 1,181 10,433 7,561 
4,971 10 391 5,372 6,105 
1,212 Pi} 1,638 2,877 3,037 
89,434 1,397 3,210 94,041 93,382 
Expenses 
Operations, maintenance and engineering............cccccccesesseseeseeseoees 58,242 905 336 59,483 54,690 
Administration a 13,969 226 123 14,318 13,999 
PSTMO UI ZA OW ess. -cverer ere ree eas iscsi ces teseNeseceens<ceckateeses ees cees csetensnee see 13,309 140 403 13,852 13,197 
85,520 1,271 862 87,653 81,886 
INCOME MMOMOPELAateONS fe eee tees er sre eee renee avestie accesses 3,914 126 2,348 6,388 11,496 
Departure Incentive Program (Note 10) we (4,881) (4,881) 
Commercialization costs (Note 11)......00...0.. bs (CURT) (1,115) (533) 
Abandonment of railway DridSesiss.s-11.ceceeestisesteske seeecssctseeneeeooces (492) (492) (6,719) 
Imeore: (loss) DeLOnetaKeSee eee ee rere ece ee nena cata e eee (2,574) 126 2,348 (100) 4,244 
amet (Note v2) see caren teeveaete eet cones gon sitene tn Sb se newtscasieetReoeteaeteu ke 1,250 52 1,302 1,309 
Netinconie (loss) itor heny caresmey ee rree rr ereeeceee nea nereer crn eae ees (3,824) 126 2,296 (1,402) 2,935 
See accompanying notes to the consolidated financial statements. 
CONSOLIDATED STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 
1998 1997 
Seaway Thousands 
International Islands 
Seaway Bridge Bridge Total Total 
Retained earnings (deficit), beginning of year .........e ec ceeeeeeeeeees (70,934) 24,144 (46,790) (49,725) 
Net income (loss) for the year.............0c0006 (3,824) 126 2,296 (1,402) 2,935 
Distribution of Joint Venture net income 126 (126) 
Retained earnings) (deficit): end! of the years... catentesessercseereecrsess (74,632) 26,440 (48,192) (46,790) 








See accompanying notes to the consolidated financial statements. 


The St. Lawrence Seaway Authority 








CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1998 
(in thousands of dollars) 




































1998 1997 
Seaway Thousands 
International Islands 
Seaway Bridge Bridge Total Total 
Operating activities 
Cash provided from operations 
Net income (loss) for the Year..........---.c1--ce.ccocsseccsnacesssstocernsennrre (3,824) 126 2,296 (1,402) 2,935 
Items not requiring cash 
PNG tOs BP AFENINL OT 8 are paxseancpoence seen appoeedenmnonasBsosoneeacesEBCbOSSenorononk conor cc 13,309 140 403 13,852 13,197 
Employee termination benefits.........:c:cccsesecesessesesessesesseeseeeeeeees 1,163 13 1,176 992 
Gain on disposal of capital assets ...........:ssesceeserseereeseesesteersenes (15) (15) (253) 
Abandonment of railway bridges ........-...-.2--.ssssssecevesteesnceretnse> 255 
Operating cash flOW...........ssccssssecssssessseneerescrcesneresecesssssesencerssssess 10,633 279 2,699 13,611 17,126 
Net change in working capital components other than cash 
short-term investments and accrued termination benfits............... 4,023 77 248 4,348 6,336 
Payments of employee termination benefits..........:.eesseseeeeeses tees @e2115) (3) (1,214) (880) 
Cash provided by operating aCtiVities ..........:cccceserseseesesseetserseeeseeeeees 13,445 353 2,947 16,745 22,582 
Ibntiev gavel l{neab ats) NelnSeseana jas esconnoncecencceceausuescececebbesbecese- carck nbbosssncsabooceconcncr (11,724) (158) 11,882 
PI 195 14,829 16,745 22,582 
Investing activities 
Decrease (nCrease)/ IM MVESUMENUS +: s.r1-casesersatevercescereanccsannnsensesersscere PSY 2187, (1,882) 
Decrease (increase) in mortgage receiVables...........:cccscesseereereeeeeenee 19 19 (72) 
Decrease in ad vane tOla i GO=VeEMUULEI a. sostereces-ce--s create scesssovensorcesntes == 93 93 8 
Acquisitions of capital assets ............sssesesseesereees (10,194) (24) (14,829) (25,047) (11,449) 
Proceeds from disposal of capital aSSets ...........:c:scesceccerssersesecesenreees 180 180 364 
Cash used in investing activities (7,765) (24) (14,829) (22,618) (13,031) 
Increase (decrease) micaShiv.ssnercsscesscacesescesauesrtceecss: saasteneseesstacetureeshiens (6,044) 171 (5,873) 9,551 
Cash and short-term investments at beginning of year 36,130 126 36,256 26,705 
Cash and short-term investments at end Of year...........:sceeesseeseereeeees 30,086 AS 30,383 36,256 








See accompanying notes to the consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1998 


1. The Authority 
(a) Authority and objectives 


The St. Lawrence Seaway Authority (the Authority) 
was established in 1954 under the St. Lawrence 
Seaway Authority Act and is classified as a parent 
Crown corporation under Schedule III Part I of the 
Financial Administration Act. 


The Authority was established to construct and operate 
a deep waterway between the Port of Montreal and 
Lake Erie together with such works and other 
property, including bridges incidental to the deep 
waterway, as deemed necessary by the Governor in 
Council. 


The St. Lawrence Seaway Authority Act confers upon 
the Authority the powers to borrow money and to 
produce revenue by levying tolls for the use of the 
deep waterway. The tolls that may be charged shall be 
fair and reasonable and designed to provide a revenue 
sufficient to defray the cost to the Authority of its 
operations in carrying out the purposes for which it is 
incorporated, which costs shall include: 


i) payments in respect to the interest on amounts 
borrowed by the Authority to carry out those 
purposes; 


ii) amounts sufficient to amortize the principal of 
those amounts over a period not exceeding fifty 
years; and 


ili) the cost of operating and maintaining the canals 
and works under the administration of the 
Authority, including all operating costs of the 
Authority and such reserves as may be approved 
by the Minister. 


Under the St. Lawrence Seaway Authority Act, tolls may 
be established by filing with the Canadian Transportation 
Agency or by agreement between Canada and the United 
States. This agreement between the two countries is in the 
form of an exchange of notes in accordance with directions 
given by the Governor in Council. 


(b) Commercialization of the St. Lawrence Seaway 
System 


In October 1997, the Government introduced Bill C-9, 
the Canada Marine Act, to implement the National 
Marine Policy which provides, among other elements, 
for the commercialization of The St. Lawrence 
Seaway Authority. On May 1, 1998, the Bill was still 
under study by the Senate. If passed, the Bill will give 
the Minister of Transport the powers and means to 
proceed with the commercialization of the operations 
of the Seaway and the dissolution of the Authority on 
the date to be fixed by the Governor in Council. 


It is too early to determine all the implications of the 


above. However, it is expected that the Authority will be 
dissolved while the Seaway operations will be carried out 
by a not-for-profit organization (the Users Group) and its 
assets transferred to the Minister or to a person to be 
designated by the Minister. 


Summary of significant accounting policies 


The financial statements have been prepared in 


accordance with Canadian generally accepted accounting 
principles. A summary of significant accounting policies 
follows: 


(a) 


(b) 


(d) 


Basis of consolidation 


The consolidated financial statements include the 
accounts of The St. Lawrence Seaway Authority and 
the Authority’s proportionate share of its interest in the 
accounts of its joint venture, The Seaway International 
Bridge Corporation, Ltd. The Authority holds a 50% 
interest in The Seaway International Bridge 
Corporation, Ltd., and as a result is entitled to 50% of 
the assets of the joint venture, its liabilities and of its 
net income. 


The Authority’s investments in two other wholly- 
owned subsidiaries for purposes of the Financial 
Administration Act, The Jacques Cartier and 
Champlain Bridges Incorporated and Great Lakes 
Pilotage Authority, Ltd., are recorded at cost because 
the Authority does not have the right and ability to 
obtain benefits from their resources and the Authority 
is not exposed to their related risks. 


Basis of presentation of operations 


In these consolidated financial statements, the 
maritime operations of the Seaway system, those of 
the Seaway International Bridge as well as those of the 
Thousand Islands Bridge have been presented 
separately in order to preserve their distinct results. 


Thousand Islands Bridge. 


In September 1976, the Minister of Transport 
entrusted the Authority with the management and 
operation of the Thousand Islands Bridge, while the 
real property was vested in the name of Her Majesty in 
right of Canada. Subsequent capital expenditures made 
by the Authority to improve the Bridge have been 
recorded as capital assets. The retained earnings of the 
Bridge represent its cumulative earnings since 
September 1976. 


Short-term investments 
Short-term investments are recorded at cost. 
Supplies inventory 


Supplies inventory comprises equipment and supplies 
used in the operation and maintenance of the Seaway 
and are recorded at the average cost. 





The St. Lawrence Seaway Authority 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


(e) 


(f) 


(h) 


Capital assets 


Capital assets are recorded at cost. Replacements and 
major improvements which increase the capacity of 
the deep waterway system or extend the estimated 
useful service lives of existing assets are capitalized. 
Repairs and maintenance are charged to operations as 
incurred. The cost of assets sold, retired, or 
abandoned, and the related accumulated amortization 
are removed from the accounts on disposal. Gains or 
losses on disposals are credited or charged to 
operations. 


Amortization is recorded using the straight-line 
method based on the estimated useful service lives of 
the assets. 


Welland Canal and Valleyfield Bridge rehabilitation 
programs 


Funding received from the Government of Canada for 
these programs was accounted for by crediting the 
amount against the costs of related capital projects 
undertaken during the year. The non-funded remaining 
cost, which is to be recovered from the users, is 
capitalized and amortized. 


Employee termination benefits 


Employees of the Authority are entitled to specified 
benefits as provided for under labour contracts and 
conditions of employment. These benefits include 
accumulated sick leave and furlough leave which are 
payable upon termination. Usually, the termination 
benefits correspond to the higher of a week's salary 
(two weeks for the first year of service) for each year 
of service up to a maximum of 28 weeks or 75% of the 
balance of the employee's accumulated sick leave 
days. Employees are allowed 15 days of sick leave per 
year. The liability at year-end for these benefits is 
recorded in the accounts as the benefits accrue to 
employees. 


Pension plan 


All employees of the Authority are covered by the 
Public Service Superannuation Plan administered by 
the Government of Canada. Contributions to the Plan 
are required from both the employee and the 
Authority. These contributions represent the total 
liability of the Authority and are recognized in the 
accounts on a current basis. 


The Authority is not required under present legislation 
to make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation 
Account. 


2. 


(i) Retired employee benefits 


The Authority provides a life and major medical 
insurance plan for its retired employees. Contributions 
to the plan are required from participant retired 
employees. The Authority pays for the excess of the 
cost of the plan over the participants’ contributions 
and this excess is recorded in the accounts in the year 
it is incurred. 


Investments 


The Authority invests in short-term deposits, 
Government of Canada Treasury bills, Government of 
Canada bonds, Canadian chartered banks investment 
certificates and has two deposits with the Consolidated 
Revenue Fund of the Government of Canada. The carrying 
value of these investments approximates their fair value. A 
portion of these investments, totalling $29.5 million 
(1997—$38.5 million) are maturing within a year and carry 
interest at rates varying from 3.9% to 4.6% (1997—2.9% 
to 3.3%) are presented with the cash at year-end. 


The Authority has set aside the remainder of its short 
and long-term investments in order to provide for the 
future: 


1998 1997 
(in thousands of dollars) 





Operating requirements 

Government of Canada Treasury 

bills maturing within one year 

with various interest rates 

between 4.9% and 5.1% 

(1997—2.9% and 3.9%)........sss000 8,861 16,581 
Government of Canada bonds, 

7.5% interest, maturing in 

PAO MUG EA NID OP secre nce cbveeeerern SOEs 14,083 
Investment certificates with 

various maturity dates 

between | and 4 years and 

with interest rates varying 











between 4.7% and 9.7% .......:000 23,000 30,000 
45,944 46,581 
Employee termination benefits 
Deposits with Consolidated 
Revenue Fund with interest 
rates of 8.12% and 8.34% 
(same in 1997) and maturing 
in W998 and! DOQQ A vescc.ccroscesvescsss: 11,500 13,000 
57,444 59,581 


4. Accounts receivable, accounts payable and accrued liabilities 


These accounts are incurred in the normal course of 
business. They are usually receivable or payable within a 
month and are non-interest bearing. The carrying amount 
of each approximates fair value. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


5. Mortgages receivable 


The Authority has entered into long-term mortgages for 
the sale of parcels of land. The mortgages are issued for a 
3-year term, they carry interest at rates varying from 8% to 
9.5%, are amortized over a maximum period of 22 years 
and are recoverable in monthly instalments. Their carrying 
value approximates fair value. The current receivable 
portion of mortgages aggregating $20,012 is included in 
the accounts receivable. 


6. Advance to a co-venturer 


This account represents the excess of the Authority's 
investment in its joint venture, The Seaway International 
Bridge Corporation, Ltd., over its required contribution as 
per the contractual agreement. The advance carries interest 
at the average one-year Treasury bill and has no repayment 
terms. Its carrying value approximates fair value. 


7. Investments in non-consolidated wholly-owned subsidiaries 
and related party transactions 


Investments consist of the following: 


No. 
of 
shares Cost 
$ 
Great Lakes Pilotage Authority, Ltd. 
(Gin eye Nene rerec cet oer eh ear eee ES 15 1,500 
The Jacques Cartier and Champlain Bridges 
Incorporated HEEB. w.eeree.ceacceettces 1 100 


1,600 


The Authority is related in terms of common ownership 
to all Government of Canada created departments, agencies 
and Crown corporations. The Authority enters into 
transactions with these entities in the normal course of 
business. 


During the year ended March 31, 1998, the Authority 
provided certain engineering and administrative services to 
JCCBI for which it charged $364,019 (1997—$653,201). 
Charges are made on full cost recovery basis. At 
March 31, 1998, the amount receivable from JCCBI 
totalled $81,291 (1997—$116,041) and is included in the 
accounts receivable. 


The Canadian Coast Guard introduced new navigational 
services fees based on the Authority's vessel fleet. The fees 
for this service during the year amounted to $220,061 
(1997—$69,981). 





The St. Lawrence Seaway Authority 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1998—Continued 


8. Capital assets 















































1998 1997 
Amortization Accumulated Amortization Accumulated 
rate Cost amortization Net rate Cost amortization Net 
(in thousands of dollars) 
Seaway 
[itil tee restos: eerie tear reer ieee tee teieciece 28,131 28,131 28,199 28,199 
Channelsvand Ganalsteccere estes tans 1% 280,498 112,463 168,035 1% 280,033 109,379 170,654 
| Wo e| cee nenter aaa sent omar terrain 1% 235,869 97,665 138,204 1% 230,736 93,976 136,760 
Bridges and tunnels ee 2-4% I25nls2, 67,667 57,485 2-4% 125,142 64,327 60,815 
Buildin cs! mearececcteneseteserrnecenres tater erocees 2% 15,826 9,333 6,493 2% 15,254 8,969 6,285 
J Bto (UU OL IWS) Ae, cr ee enconececonct ocancer or earreeonceceete 2-20% 32,370 24,757 7,613 2-20% 30,813 235759 7,054 
Remedial works ..........:00++ Ord 1% 121,019 35,028 85,991 1% 121,019 33,796 87,223 
Work under construction ...........:0eee 2,020 2,020 262 262 
840,885 346,913 493,972 831,458 334,206 497,252 
Seaway International Bridge 
quip maeniteeceresceseesaecteestussesneteeasseree estes 5-20% 547 426 121 5-20% 523 384 139 
Buildin octamer es oeerssertsectecesveves-ceureresevases 5-10% 34 11 23 5-10% 34 10 24 
Remedial works/Deferred 
TINA OMNES ALES oeesterset cveeeeceresanteassacees 4.8-10% 992 391 601 4.8-10% 992 294 698 
573 828 TAS 1,549 688 861 
Thousand Islands Bridge 
MNO VE MOIS te ceetesenaadeneeneneterscerers 2-10% 22,054 2,020 20,034 2-10% T2235 1,617 5,608 
IU OEAL ouskeccc coe retesioes cn neroee cee oe reteset 864,512 349,761 $14,751 840,232 336,511 503,721 














Welland Canal rehabilitation program 


In 1986, the Authority undertook a seven-year $175 
million rehabilitation program to refit the Welland Canal 
and ensure a continued safe and reliable waterway into the 
21“ century. The program consisted of refurbishing the 
lock walls, stabilizing the canal banks and approach walls, 
and rehabilitating ancillary structures. The program was 
completed in 1993. The Government of Canada provided 
all the funding for the Program, and as a result, the funding 
of $175 million has been deducted from the cost of related 
rehabilitation works. 


Valleyfield Bridge rehabilitation program 


In 1987, Hydro-Quebec undertook a rehabilitation 
program for the Valleyfield Bridge. The Authority's share 
of the cost of the rehabilitation works was 25% of the total 
cost; the remainder being Hydro-Quebec’s responsibility. 
In 1992, the Treasury Board decided that the Authority 
would only be responsible for $17.8 million of the cost of 
the works, representing the Authority’s 25% share in the 
cost of the works completed up to March 31, 1992, and that 
its share of the cost incurred after that date would be 
funded by the Government of Canada. All work was 
completed at March 31, 1993 and the costs to be funded by 
the Government of Canada amounted to $8.4 million. Only 
the portion of $17.8 million funded by the Authority has 
been capitalized in the accounts. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1998—Concluded 
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Contributed capital 


As of April 1, 1977, loans from Canada of $624.95 
million were converted to equity by parliamentary 
appropriation. This amount was recorded as contributed 
capital. The parliamentary appropriation authorizing the 
1977 conversion of loans from Canada to equity also 
authorized the Minister to fix, from time to time, the 
amount that shall be paid by the Authority annually out of 
its toll revenue as a return on capital. No return on capital 
has ever been required to be paid since then. 


Departure incentive program 


During the year, the Authority adopted a staff reduction 
program. The Authority anticipates that full 
implementation of that program should be completed in 
1998-99. The total cost of the program has been estimated 
at about $5 million and has been recorded in the accounts 
in the current year. 


Commercialization costs 


The Authority participated fully in the negotiations with 
Transport Canada and the Users Group for the 
commercialization of the St. Lawrence Seaway System 
(Note | (b). The commercialization costs also include the 
cost of studies for the setting up of the not-for-profit 
public/private partnership and for the potential revision of 
the employees’ pension plan. 


Taxes 


The Authority, as a prescribed Federal Crown 
corporation, is subject to the provisions of the Income Tax 
Act. Taxes include income tax (38% of income) and the 
large corporations tax. The Authority is not subject to any 
provincial income taxes. Taxes for the year are summarized 
as follows: 





Description 1998 1997 
(in thousands a cae) 7 
| haYo{oy 00YoN #2 cece eareereng aerate yee 1,600 
barge corporations taxessnte eee eer 1,302 1,309 
SUD EEO CA epeseeeceeeseetete cicteroe eae eesti — 1,302 7? Zoo 


Decrease of income tax arising from 
the carry-over of prior years’ 
JOSSES cca. caseraccse stern see essence nieces 1,600 


Net taxes (large corporations tax)........ 


At the end of the year, unamortized capital cost for tax 
purposes is in excess of the net book value of capital assets 
by approximately $215 million. The potential future tax 
reduction arising from these timing differences has not 
been recorded in the accounts of the Authority. Further, the 
Authority also has a deductible loss of $6 million expiring 
in 2002, which is available to reduce the taxable income of 
future years. 
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IIS}. 


14. 


Commitments 


At March 31, 1998, contractual obligations for capital 
and other expenditures amounted to $3.1 million (1997— 
$15.8 million). 


Contingencies 


There is a total of $39 million in claims instituted 
against the Authority. The claims arise from the 
October 1985 Lock 7 wall blow-out, compensation and 
damages in connection with the expropriation of lands and 
various other claims. The Authority is contesting all these 
claims and their outcome cannot be determined at this time 
although management is of the opinion that these actions 
will not result in any material losses to the Authority. The 
Authority is also the claimant in certain other pending or 
threatened claims and lawsuits. 


Decontamination could be needed for some of the 
Authority's properties. To date, the Authority has not been 
in a position to determine the related costs, not having 
assessed its properties’ contamination status. 


. Required future funding for major restoration of 


infrastructure 


The anticipated amount of funds that should be provided 
by operating activities over the next five years will most 
likely not be sufficient to finance the anticipated major 
restoration projects of the Authority's infrastructure over 
that period. The Authority will need to use a significant 
portion of its long-term investments to cover the excess 
costs of these projects over the funds generated by its 
operating activities. Beyond that period, and in the event of 
the continuance of that trend, the Authority may require 
outside financing of these projects. 


. Comparative figures 


Some of the 1997 comparative figures were reclassified 
to conform to the presentation adopted in 1998. 
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APPENDIX 1 


THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED 


MANAGEMENT’S REPORT 


The accompanying financial statements of The Jacques 
Cartier and Champlain Bridges Incorporated and all 
information in this annual report are the responsibility of 
management. 


The financial statements have been prepared in accordance 
with generally accepted accounting principles and necessarily 
include some estimates which are based on management's best 
judgement. Information contained elsewhere in the annual 
report is consistent, where applicable, with that contained in 
the financial statements. 


To meet management's responsibility and to assure the 
integrity and reliability of financial reporting, the Corporation 
maintains a system of internal controls, policies and procedures 
to provide reasonable assurance that assets are safeguarded, 
and that transactions and events are properly recorded. 


The system of controls is supplemented by an audit which 
consists of periodic reviews of different aspects of the 
Corporation's operations. The external auditor has full and free 
access to the directors, who oversee management's 
responsibility for maintaining adequate control systems and the 
quality of financial reporting. 


The Auditor General of Canada is responsible for auditing 
the financial statements and for issuing his report thereon. 


Glen P. Carlin 
General Manager 
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AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have audited the balance sheet of The Jacques Cartier and 
Champlain Bridges Incorporated as at March 31, 1998 and the 
statements of operations, deficit, contributed capital and 
changes in financial position for the year then ended. These 
financial statements are the responsibility of the Corporation's 
management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Canada Business Corporations Act and the 
articles and by-laws of the Corporation. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
April 24, 1998 
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APPENDIX 1—Continued 
THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORA TED— Continued 
BALANCE SHEET AS AT MARCH 31 


e6GaoaCaoCOCc*qq ee e———eoeoowssaaaoaoaoaoaoaoawanm@Ss>$>EeQaqomq~=OmSSSSmSmamamaSaS 














ASSETS 1998 1997, LIABILITIES 1998 1997 
$ $ $ $ 
Current Current 
@ashvand term deposits) ..c....ccciesce sree PETE OTIS, 2,880,516 NGCOUMUSH A Valo meeeremee eee eset tnyc.citn tae 4,318,576 2,955,061 
PSCCOUMES TECELV ADE, craccpatesncssatereesceaues e200 269,622 Due tONpPAareneCOMPAaMyieweseeseeccsuteessenies 70,637 116,041 
Dre mcomn Ganactac.cc.cccescmeersseee ee 4,082,475 3,380,335 Detenmed ney enllesmmne mete e manent. 212997, 267,855 
7,193,126 6,530,473 4,602,210 3,338,957 
Capital assets Long-term 
MEAT lessor cee sess tcc ens saz stetegaswisteenasdoc ictus 3,678,846 3,678,846 Provision for employee termination 
1330 hot ree inane enerer en sere aceon ce mae ee 13;321,602, 7353211602 IGN GATS praca eeterecee. Seeceeetovens onsessezeonsveetce BS 76;3699 347,695 
Vehicles and equipment....................0+ 1,321,640 1,305,513 4,978,579 3,686,652 
78,322,088 78,305,961 _ ened 
Less: accumulated amortization................ 69,719,733 68,582,777 Commitments and contingencies 
8,602,355 9,723,184 (Notes 5 and 6) 


SHAREHOLDER’S EQUITY 


Capital stock 
Authorized—SO0 shares without par 


value 
Issued and fully paid—1 share ...........0.0..... 100 100 
@ontrbutediwapital rer eecre cece ee nee ree 33,621,904 33,605,777 
DCRCIOS ese meeccrscstees ernest eos (22,204,502) (21,038,872) 





11,417,502 12,567,005 
16,396,081 16,253,657 





16,396,081 16,253,657 


See accompanying notes to the financial statements 








Approved by the Board: 


MICHEL FOURNIER 
Director 


CLEMENT COTE 
Director 
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APPENDIX 1—Continued 
THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED— Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31 














STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED MARCH 31 

























































































Jacques 1998 1997 
Cartier Champlain Total _ a $ $ 
Bridge Bridge 1998 1997 
: ~ a § -_ $ Balance at beginning of the year............. 33/605377 7) 33:383,389 
$ $ Parliamentary appropriation for 
Revenues funding net acquisition of capital 
Leases and AS SOUSA cavccsehcrsyeeeeos cones tava tse acecee 16,127 222,442 
Iicensecreeeess 252,481 207,775 460,256 478,338 
Ecce ee 50.498 50,498 100,996 124,640 Balance at end of the year...........ceseeee 33,621,904 33,605,777 
Oihienp eee see 56,705 119,668 176,373 207,069 See accompanying notes to the financial statements. 
359,684 377,941 737,625 810,047 
Expenses 
Maintenance........ 8,964,271 15,663,041 24,627,312 22,901,152 
Operation............ 1,187,897 2,331,115 3,519,012 3,470,066 
Administration... 838,424 1,460,774 2,299,198 1,982,484 STATEMENT OF CHANGES IN FINANCIAL POSITION 
Amortization ...... 87,592 1,049,364 1,136,956 1,188,633 FOR THE YEAR ENDED MARCH 31 
11,078,184 20,504,294 31,582,478 29,542,335 
7 ; a 1998 1997 
GST and QST $ $ 
reimbursements ; ras 
for 1993 to Operating activities 
1997 (Note 4)..... 1,260,388 2.949.971 4,210,359 Net loss for PREY Cab cere esnaeacepeeeanenes (26,642,256) (28,742,266) 
 ————— — — — Non-cash items 
Loss before large A TMOTHZAtOMsee-ctecseere-- seer teeae ene 1,136,956 1,188,633 
corporations Increase (decrease) 
LAR srzscncearescasevee 9,458,112 17,176,382 26,634,494 28,732,288 in the provision for employee 
Large termination beneiits cae -scteesseees 28,674 (9,209) 
corporations 
Ligon Gets tee 3,881 3,881 7,162 9,978 eel Me) Saar 
aA -% > = = Changes in non-cash items of 
Net loss for the working capital... 820,599 400,040 
WOAU oy eecctartaneors 9,461,993 17,180,263 26,642,256 28,742,266 
See accompanying notes to the financial statements. CA 6027) 21182 2) 
Investing activities 
Acquisition of capital assets ............... (16,127) (226,772) 
Proceeds from the disposal of capital 
ASSE(S ea. decavscmeceerresttee- neceaucstk sencaptes 4,330 
STATEMENT OF DEFICIT (16,127) (222,442) 
FOR THE YEAR ENDED MARCH 31 Financing activities 
Parliamentary appropriation............... 25,492,753 27,785,284 
1998 1997 
rr a $ : Cash and cash equivalents 
: ivi [iINCrEASC fOniMs \eaknwscsene eres eee = 820,599 400,040 
Balance at beginning Balance at beginning of the year ........ 6,260,851 5,860,811 
OPTI Camere nee ce rer erate en ceeanee 21,038,872 19,859,448 
Neblossifonthesyear == sarees meee: 26,642,256 28,742,266 Balance at end of the year (*)............. 7,081,450 6,260,851 
47,681,128 48,601,714 ; 
Parliamentary appropriation for funding (*) Cash and term deposits ............... og i 2,880,516 
excess of operating expenditures over Due trom Canada ve rc-creeseae-re 4,082,475 3,380,335 
FO VOUS irey ceenrasecetiecctcvasuenosntcsaatenncesn~enb 25,476,626 27,562,842 7.081.450 6.260.851 
Balance atend ofthe yeatreesterccstserssyee: 22,204,502 21,038,872 F \ aa 
Working capital position at 
See accompanying notes to the financial statements. year-end 
(CUSEDU ASSEtSirexcvesanece+ -vataeescceaes ress 7,793,726 6,530,473 
(Gunmremtliab Wie steeccen centers eee 4,602,210 33338,957 
3,191,516 3,191,516 





See accompanying notes to the financial statements. 
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APPENDIX 1—Continued 


THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED— Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998 


1. Authority and activities 


The Jacques Cartier and Champlain Bridges 
Incorporated was established under the Canada Business 
Corporations Act on November 3, 1978 and is a wholly- 
owned subsidiary of The St. Lawrence Seaway Authority, 
which is a Crown corporation named in Part 1 of Schedule 
III to the Financial Administration Act. 


In October 1997, the Government introduced Bill C-9, 
the Canada Marine Act, which provides, among other 
things, for the commercialization of the operations of the 
St. Lawrence Seaway. The Bill is still under study by the 
Senate. All the implications of the above on The Jacques 
Cartier and Champlain Bridges Incorporated have not been 
determined as of this date. 


The Corporation is dependent on the Government of 
Canada for its financing. 


Effective December |, 1978, the Corporation assumed 
the responsibility for the operation, maintenance and 
control of the Jacques Cartier and Champlain Bridges and 
of a portion of the Bonaventure Autoroute, situated in the 
Montreal area. 


2. Significant accounting policies 
(a) Parliamentary appropriation 


The amount of the parliamentary appropriation used to 
cover the excess of expenditures over the revenues for 
the operation of the Jacques Cartier and Champlain 
Bridges is reflected in the statement of deficit. In this 
regard, operating expenses do not include 
amortization, any change in the provision for 
employee termination benefits and any gain or loss on 
disposal of capital assets. 


The portion of the parliamentary appropriation used to 
finance the acquisition of capital assets, net of 
proceeds from disposal, is recorded as contributed 
capital. 


Any balance of the parliamentary appropriation not 
received at year end is shown as an amount due from 
Canada. Any parliamentary appropriation received in 
excess of requirements is recorded as due to Canada. It 
is the Corporation's policy to reimburse this amount in 
the following fiscal year. 


(b) Capital assets 


Capital assets acquired from the National Harbours 
Board (now Canada Ports Corporation) on 
December |, 1978 were recorded at their then book 
values with an offset to contributed capital. 
Subsequent additions are recorded at cost. 


The St. Lawrence Seaway Authority 


(c) 


(d) 


(f) 


(g) 


Capital assets are amortized over their estimated 
economic lives using the straight-line method, at the 
following rates: 


Jacques Cartier Bridge 4.8% 
Champlain Bridge 2.5% 
Vehicles and equipment 10% and 20% 
Software 100% 


The cost of the portion of the Bonaventure Autoroute 
for which the Corporation is responsible and the initial 
cost of the Jacques Cartier Bridge are fully amortized. 


The cost of major maintenance is charged to 
operations in the year in which the work is performed. 


Deferred revenues 


Revenues of leases and licenses collected in advance 
are recorded as deferred revenues. 


Employee termination benefits 


On termination of employment, employees are entitled 
to certain benefits provided under their collective 
agreement and their conditions of employment. The 
cost of these benefits is expended in the year in which 
they are earned. 


Pension plan 


Employees participate in the Public Service 
Superannuation Plan administered by the Government 
of Canada. The employees and the Corporation 
contribute equally to the cost of the Plan. This 
contribution represents the total liability of the 
Corporation. Contributions in respect of current 
services and of admissible past services are expended 
when paid. The terms of payment of past service 
contributions are set by the applicable purchase 
conditions, generally over the number of years of 
service remaining prior to retirement. 


Expenses—Bonaventure Autoroute 


Expenses incurred with respect to the portion of the 
Bonaventure Autoroute for which the Corporation is 
responsible are included with those of the Champlain 
Bridge. 


Income taxes 


The Corporation, as a federal Crown corporation, is 
not subject to any provincial income taxes. The 
Corporation is, however, subject to the provisions of 
the federal Income Tax Act due to the fact that its 
parent Corporation is subject to these provisions in 
accordance with a regulation regarding this Act. 
Therefore the Corporation is subject to the Large 
Corporations Tax. 
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APPENDIX 1—Concluded 
THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Concluded 


a 


(h) Measurement uncertainty 


The preparation of financial statements in accordance 
with generally accepted accounting principles requires 
management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities at 
the date of financial statements and the reported 
amounts of income and expenses during the reporting 
period. Employee termination benefits, accrued 
liabilities for major maintenance repairs and estimates 
pertaining to claims received from suppliers are the 
most significant items where estimates are used. 
Actual results could differ from those estimates. 


Related party transactions 


The Corporation is related in terms of common 
ownership to all Government of Canada created 
departments, agencies and Crown corporations. The 
Corporation enters into transactions with these entities in 
the normal course of business. The main related party 
transactions entered into by the Corporation are 
administrative and engineering services received from its 
parent Corporation for an amount of $364,019 ($496,595 in 
I). 


GST and QST reimbursements for 1993 to 1997 


During the current fiscal year, Revenue Quebec has 
agreed to revise the status of the Corporation that the latter 
claimed since 1993. Under this revised status, the 
Corporation has been reimbursed from Revenue Quebec 
57% of the Goods and Services Tax (GST) and 40% of the 
Quebec Provincial Sales Tax (QST), for the period 
September 1993 to March 1997, 


The decision of Revenue Quebec ends the Corporation’s 
contingency to reimburse the amounts received since the 
implementation of the GST and QST up to August 1993, 
totalling $3.5 million. 


The current year GST reimbursements were deducted 
from maintenance expenses. Reimbursements of the 
Quebec Provincial Sales Tax were abolished in January 
1997. 


Commitments 
(a) Operation services 


The minimum amount which will be paid in future 
years under an agreement for police services ending on 
June 30, 1999 is $3.3 million on an annual basis. 


(b) Suppliers 


At March 31, 1998, contractual obligations to 
suppliers amounted to approximately $1.6 million. 


6. Contingencies 


(a) Various claims and legal proceedings have been 
asserted or instituted against the Corporation, 
including some which demand large monetary 
damages which could result in significant 
expenditures. Litigation is subject to many 
uncertainties, and the outcome of individual matters is 
not predictable. A provision for these expenditures has 
been recorded based on management’s best estimate. It 
is reasonably possible that the Corporation may have 
to settle some of these claims for amounts in excess of 
established provisions in the near term. 


(b) Decontamination could be required for some of the 
Corporation's properties. To date, the Corporation has 
not been in a position to determine the related costs, 
not having assessed its properties’ contamination sta- 
tus. The costs related to the environmental evaluations 
and to the decontamination are accounted for in the 
year in which they will be incurred by the Corporation. 


Major rehabilitation works 


In its endeavour to keep the bridges and the autoroute in 
a good state of repair to protect the public and serve traffic 
needs throughout the useful life of these installations, the 
Corporation must undertake major rehabilitation works on 
the deck of the Jacques Cartier Bridge. Based on 
engineering studies and on the results of a pilot project 
undertaken in 1997-98, the Corporation submitted for the 
approval of the Treasury Board, a turnkey project, planned 
over a two-year period for the replacement of the deck with 
prefabricated concrete slabs. The main construction 
contract should be awarded in 1999 beginning with the 
fabrication of the deck units. Work for the deck 
replacement should begin in the spring of 2000 and should 
be finished in the fall of 2001. The cost of the project is 
estimated at $121,000,000 excluding the related project 
management costs which would amount to approximately 
$2,700,000. 


Fair value of financial instruments 


The transactions related to cash and term deposits, 
accounts receivable, due from Canada, accounts payable 
and the amount due to the parent company are incurred in 
the normal course of business. The carrying amounts of 
each of these accounts approximate their fair values 
because of their short term maturity. There is no 
concentration of accounts receivable, consequently, the 
credit risk is low. 
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APPENDIX 2 


THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. (a joint venture) 


MANAGEMENT REPORT 


The accompanying financial statements of The Seaway 
International Bridge Corporation, Ltd. and all information in 
this annual report are the responsibility of management. 


The financial statements have been prepared in accordance 
with generally accepted accounting principles and necessarily 
include some estimates which are based on management’s best 
judgements. Information contained elsewhere in the annual 
report is consistent, where applicable, with that contained in 
the financial statements. 


To meet management’s responsibility and to assure the 
integrity and reliability of financial reporting, the Corporation 
maintains a system of internal controls, policies and procedures 
to provide reasonable assurance that assets are safeguarded, 
and that transactions and events are properly recorded. The 
system of internal control is supplemented by an internal audit 
which conducts periodic reviews of different aspects of the 
Corporation’s operations. 


The Board of Directors is responsible for ensuring that 
management fulfills its responsibilities for financial reporting 
and internal control. The Board exercises these responsibilities 
with the assistance of the Audit Committee of the Board, 
which is composed of three directors who are not employees of 
the Corporation. 


The Audit Committee meets with management, the internal 
auditor and the Auditor General of Canada, the external 
auditor, and also reviews and recommends to the Board the 
approval of the Corporation’s annual financial statements. In 
addition, the external auditor has full and free access to the 
directors of the Corporation. 


The Auditor General of Canada is responsible for auditing 
the financial statements and for issuing his report thereon. 


Michel Fournier 
President 


Carol Lemelin 
Treasurer 


Cornwall, Canada 
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AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have audited the balance sheet of The Seaway 
International Bridge Corporation, Ltd. as at 
December 31, 1997 and the statements of revenues and 
expenses and changes in financial position for the year then 
ended. These financial statements are the responsibility of the 
Corporation’s management. My responsibility is to express an 
opinion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at December 31, 1997 and the results of its operations and 
the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied of a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the St. Lawrence Seaway Authority Act, the 
Canada Business Corporations Act and the articles and the by- 
laws of the Corporation. 


Richard Flageole, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
April 3, 1998 
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THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. (a joint venture) —Continued 


BALANCE SHEET AS AT DECEMBER 31, 1997 






































ASSETS 1997 1996 LIABILITIES 1997 1996 
$ $ $ $ 
Current assets Current liabilities 
Cash and short-term investments Accounts payable and accrued 
(NOt6:3) iovact Seren pepe eviectsteeee tess eeeneess 594,769 2515551 Inalyilities\(Note:4,) 22: sesccs2s-2ssseeseuasseasanees 137,136 99,744 
Accounts receivable (Note 4)... 49,662 62,364 Mefemedievenvciecsces ruc se: scares rcs 119,625 105,884 
Goods and Services Tax refundable......... _ 10,937 136,580 _ Ontario sales tax payable ..............::eseeeees 38,538 
655,368 450,495 Glients?7depOStts co.ctrercase-cocurcorr-ncseeccseent rs 58,773 55,413 
315,534 299,579 
Gapitallassets (Notes) fees. ttcesetcmenceersesenes 351,750 394,352 DUetosveuturersi (UNGLE) meemeeneeernrs cece ere 335,948 204,950 
651,482 504,529 
Long-term liabilities 
Deferred major repairs (Note 6)............2:0+ 1,138,299 1,326,941 Due'te venturers\(NOte 7) saree eee 1,201,471 1,395,065 
Debentures payable (Note 8) .............::0:00+ 8,000 8,000 
Accrued employee termination benefits...... 276,464 256,194 
1,485,935 1,659,259 
SHAREHOLDER’S EQUITY 
Capital stock 
Authorized—an unlimited number of 
common shares 
Issued and fully paid—8 shares................... 8,000 8,000 
2,145,417 2,171,788 2,145,417 2,171,788 





Approved by the Board: 


MICHEL FOURNIER 
President and Director 


ERMAN J. COCCI 
Director 
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APPENDIX 2—Continued 


THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. (a joint venture) —Continued 


STATEMENT OF REVENUES AND EXPENSES 
FOR THE YEAR ENDED DECEMBER 31, 1997 





Revenues 
di Kod he aeeacec Pam eeBbar eter Greene Re cesar 
Rent ea aes ete centre eet a ee 





Expenses 
INE ain teman Gere eeetee eset ce teens 


Amortization of capital assets and 
deferred major repairs..........c. 
Interest due to venturers 
(UNIO OHTA eg ee oa ae ie iarererie eertacnen 


Excess of revenues over expenses for 
the Ry Gaerne eee ener see 


Allocation of excess of revenues over 
expenses for the year as per the 
joint venture agreement (Note 7) 

Saint Lawrence Seaway 
Development Corporation............. 
The St. Lawrence Seaway Authority.. 


MotalvalloGaiouecencciscestest cette eereose 

















1997 1996 
$ $ 

2,601,737 Ds Oo 
118,628 IA Sioul 
20,270 29,951 
54,762 51,844 
PAGS oS M 2,235 
1,236,518 1,172,168 
572,774 591,034 
454,123 449.806 
279501 295,069 
60,216 96,592 
2,603,132 2,604,669 
192,265 310,566 
96,133 155,283 
96,132 155,283 
192,265 310,566 





The St. Lawrence Seaway Authority 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1997 


Operating activities 
Cash provided from operations 
Excess of revenues over 
expenses, before allocation 
LOMVEMCUTET Sian eee rereeteerces 
Items not requiring cash 
Provision for employee 


termination benefits ................ 


Amortization of capital 
assets and deferred 
Maj OL MSpPalise- wurserweareceeees 


Change in working capital 
items other than cash and 
short-term investments and 


GUS TOsV OMUUTETS seeeesseeee nese seeeeees 


Payments of employee 
termination benefits .................... 


Cash provided by operating activities... 


Financing activities 
Payments to venturers, net of 
UMLENE ST CLECIUCC eyeneatnmteserstersscenneneoee 


Investing activities 
Additions to capital assets .....0....ecee 


Imerease: (decrease iiiniCasimseueersserenemeecens 
Cash and short-term investments, 
bepinnim atotithe: yeateess-etereseeeere es 


Cash and short-term investments, end 
(OAM aT Leer meee em meee rence cone oc cee eeecec 

















1997 1996 
$ $ 
192,265 310,566 
26,434 30,883 
279,501 295,069 
498,200 636,518 
154,300 (23,645) 
(6,164) (27,866) 
646,336 585,007 
(254,861) (744,199) 
(48,257) (38,919) 
343,218 (198,111) 
Palisa 449.662 
594,769 251,551 








APPENDIX 2—Continued 


THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. (a joint venture) —Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997 


1. Authority and activities 


The Seaway International Bridge Corporation, Ltd. 


(SIBC; the Joint Venture) is an agent of The St. Lawrence 


Seaway Authority (SLSA) and its U.S. counterpart, the 
Saint Lawrence Seaway Development Corporation 
(SLSDC). 


SIBC was incorporated under the Canada Corporations 


Act in 1962, continued under the Canada Business 
Corporations Act, and is subject to the St. Lawrence 
Seaway Authority Act. SLSA owns all the issued shares 


which makes SIBC a subsidiary of SLSA for the purposes 


of the Financial Administration Act. 


The SLSA’s share ownership in SIBC accounts for its 
50% investment in the Joint Venture. The SLSDC’s 50% 


investment in the Joint Venture is represented by the 
debentures payable. Strategic operating, investing and 
financing decisions need approval by the Board of 
Directors which is made up of an equal number of 
representatives from each of the two venturers. 


The purpose of the Joint Venture is to operate and 
manage the international crossing between Cornwall, 
Ontario, and Rooseveltown, New York based on a 
September 1957 joint venture agreement. The crossing 
comprises two high level bridges, the North Channel 
Bridge and the South Channel Bridge. The operations 
include the collections of tolls. 


N 


Accounting policies 


The financial statements have been prepared in 


accordance with generally accepted accounting principles 


used in Canada. A summary of significant accounting 
policies follows: 


Excess of revenues over expenses 


Excess of revenues over expenses is distributed based 


on a formula specified in the joint venture agreement as 


described in Note 7 to the financial statements. The excess 
of revenues over expenses represents amounts collected on 


behalf of the SLSA and the SLSDC, and does not 
constitute a profit for the Joint Venture. 


Foreign currency translation 


Transactions in foreign currency, essentially tolls 
collected in U.S. dollars, are converted into Canadian 
dollars at the exchange rate in effect on the transaction 
date. 


Short-term investments 
Short-term investments are recorded at cost. 
Capital assets and amortization 


Capital assets are recorded at cost. These costs include 
moveable and removable assets acquired to operate the 
bridge. The cost of the North Channel Bridge is recorded in 
the books of the SLSA. The cost of the South Channel 
Bridge is recorded in the books of the SLSA (32%) and the 
SLSDC (68%). 


Costs, borne by the Joint Venture, that are 
improvements to the North Channel Bridge which are 
required for operational efficiency and to ensure its 
reliability are capitalized if they enhance the service 
potential of the capital asset. Costs of major repairs and 
betterments to the South Channel Bridge are the direct 
financial responsibility of the two venturers and, as a result, 
are not recorded as capital assets or expenses in the 
financial statements. 


Amortization of capital assets is based on their estimated 
useful life and is calculated on the straight-line method at 
the following annual rates: 


Automotive 10% and 20% 
Maintenance equipment 10% to 20% 
Office and toll equipment 10% to 20% 
Buildings 5% to 10% 
Bridge equipment 5% 
Remedial works 4.8% to 10% 


Deferred major repairs 


Deferred major repairs are recorded at cost and are 
amortized using the straight line method over the estimated 
10-year useful life. 


Employee termination benefits 


Most of the employees are entitled to specified benefits 
on termination as provided for under the conditions of 
employment. The liability for these benefits is recorded in 
the accounts as the employees become entitled to the 
benefits. The termination benefits correspond to the higher 
of a week’s salary for each year of service up to a 
maximum of 28 weeks or 75% of the employee’s 
accumulated sick leave days. 


The St. Lawrence Seaway Authority * 














APPENDIX 2—Continued 


THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. (a joint venture) —Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997—Continued 


Pension plan 


Employees are covered by the Public Service 
Superannuation Plan administered by the Government of 
Canada. Contributions to the Plan are required from both 
the employee and the Joint Venture. These contributions 
represent the total pension liability of the Joint Venture and 
are recognized in the accounts on a current basis. The Joint 
Venture is not required under present legislation to make 
contributions with respect to actuarial deficiencies of the 
Public Service Superannuation Account. 


Deferred revenue 


Revenue from the sale of toll tickets is deferred until 
their redemption within a two-year period from the month 
of sale. Proceeds received relating to toll tickets that are 
still unredeemed after that two-year period are recorded as 
toll revenue. 


3. Cash and short-term investments 


In the course of its normal activities, the Joint Venture 
invests its temporary excess funds in short-term deposits in 
Canadian financial institutions. As at December 31, 1997, 
the Corporation had $249,618 invested in short-term 
deposits and Canada Treasury Bills (none in 1996). The 
rate of return on short-term investments varied between 
3.1% and 4.0% during the year (3.3% and 7.0% in 1996). 
The Joint Venture also earns interest at prime less 2.5% on 
its cash in the bank when the monthly balance exceeds 
$100,000. The amount in the financial statements 
approximates fair value. 


4. Accounts receivable, accounts payable and accrued liabilities 


These accounts are incurred in the normal course of 
business. They are usually receivable or payable within a 
month and are non-interest bearing. The carrying amount 
of each approximates fair value. 


5. Capital assets 

















1997 1996 
Accumulated Accumulated 
Cost amortization Net Cost amortization Net 
$ $ $ $ $ $ 
PNG Poy Gu 0] ONL es preretty openrc ocr reer CHF oR ToC ROME PRC ESTEE EEE 193,631 182,003 11,628 193,631 173,757 19,874 
INIcINtENANCE EQUIP MEMtann eereree siesta tess Iasestervaeteoessseses 303,362 197,158 106,204 299,798 173,750 126,048 
Office and toll equipment 556,764 450,049 106,715 512,071 400,864 111,207 
BS UGE OS erent oem eee eee ce le see ssc cece tated nan snstocseeosstesees 68,815 22,787 46,028 68,815 19,719 49,096 
|S yritakeraeta |b fo) a8| ett Nonraer meaner eet eter err tre Cert e Sy) 40,007 22,004 18,003 40,007 20,004 20,003 
Remedial woikiswecsasctes tes cscscorterecoee strc cer eva emnanvavedess 97,834 34,662 63nL72 97,834 29,710 68,124 
1,260,413 908,663 351,750 P2256 817,804 394,352 
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APPENDIX 2—Continued 
THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. (a joint venture)—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997—Continued 


6. Deferred major repairs 


Deferred major repairs represent the cost of major 
rehabilitation projects completed in 1995 which maintain 
the reliability of the North Channel Bridge over future 








years. 

1997 1996 
(GOStia eee ee eree ents 1,886,413 1,886,413 
Accumulated amortization ....... 748,114 559,472 
INGE DOOK Valllenmtiesesnmermes : 1,138,299 : 1,326,941 


7. Due to venturers 


As per the joint venture agreement, the annual excess of 
revenues over expenses over the years was first distributed 
to the SLSA as a bridge user charge to reimburse it for the 
construction cost of the North Channel Bridge together 
with interest. At the end of 1993, the bridge user charge 
distributed to SLSA totalled $11,109,347 representing the 
full reimbursement of the said construction cost and related 
interest. Accordingly, since then the annual excess of 
revenues over expenses is divided equally between the 
SLSA and the SLSDC. 


The amounts due to the SLSA and the SLSDC are 
calculated as follows: 


























SLSA SLSDC Total 
1997 1996 1997 1996 1997 1996 
$ $ $ $ $ $ 
Balance due at beginning of year wis 1,366,867 1,592,582 233,148 441,066 1,600,015 2,033,648 
Interest credite ds.4 vccsscsctesvesecesscssviressariscuaesncoserseneetstsaeasee 50,784 (ERIS 9,432 21,419 60,216 96,592 
Allocation of excess of revenues over expenses 96,132 155,283 96,133 155,283 192,265 310,566 
1,513,783 1,823,038 Bosal 617,768 1,852,496 2,440,806 
Payments made during the year 
—Remittance of a portion of prior years’ excess of revenues 
OVET,OXPENSES i ccncs. cues snese aecoscnsssocerUfeves cap suwrsstesetiessevnster entre 200,000 200,000 200,000 200,000 
E—Iterestercderaassactecset teeta cuca evar ae eee rueswnt rice dace anatase nienaiers 50,784 FSIS 50,784 Toni 
—Work done on behalf of SLSA and SLSDC to the South 
Channel lsB nid oe 2) errs ct treet cea neste ce tree eee reat eee 20,574 180,998 43,719 384,620 64,293 565,618 
271,358 456,171 43,719 384,620 3153077 840,791 
Balance due atendiOlVeatctercsssccecesre creer ste cesueraeansaecemtevnace +: 1,242,425 1,366,867 294,994 233,148 1,537,419 1,600,015 
Lonp-teniny portion is: seuecreesteseccsee con etn eons dancers eam eee teee cence 906,477 LOLOL, 294,994 233,148 1,201,471 1,395,065 
G@urrent Portions cerecccncecsacsecesncanscstese sean eotastetrnoeas pean seetnee ster cereetis 335,948 204,950 335,948 204,950 


*Major repairs and/or betterments incurred to assure the reliability of 
the South Channel Bridge are to be borne by SLSA and the SLSDC in 
the ratio of 32% and 68% respectively. 
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APPENDIX 2—Concluded 
THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. (a joint venture)—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1997—Concluded 


The long-term portion of the amount due to each 
venturer is to represent their respective share of the 
financing of deferred major repairs and remedial works, 
which total $1,201,471 at year end. The total amount due to 
SLSDC is currently lower than its required share and, as a 
result, SLSA carries the difference. The long-term portion 
of the amount due to SLSDC is expected to increase by its 
share in the excess of revenues over expenses in future 
years, until it matches its share of the unamortized balance 
of deferred major repairs. 


The amounts due to the SLSA and the SLSDC will be 
paid as funds become available. Interest is credited on the 
balance outstanding at the average one year Treasury Bill 
rate for the long-term portion and at the average three 
months Treasury Bill rate for the current portion. 


8. Debentures payable 


These debentures, due on December 31, 2012, are 
non-interest bearing and are payable to the SLSDC. 


9. Bridge use 


With the approval of the Canadian Transportation 
Agency, the Joint Venture continues the practice of 
providing free usage of the bridge system to certain North 
American Indians. This represents a substantial portion of 
the Bridge traffic. 


10. Related party transactions 


Included in expenses are administrative support and 
certain engineering services provided by the SLSA. 
Administrative support services amounted to $66,634 for 
1997 ($66,955 for 1996). The charge for engineering 
services amounted to $32,159 for 1997 ($42,812 for 1996). 
The Joint Venture also enters into various other 
transactions with the Government of Canada, its agencies 
and other Crown corporations, in the normal course of 
business. 
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STANDARDS COUNCIL OF CANADA 


REPORT OF MANAGEMENT’S RESPONSIBILITY 


THE HONOURABLE JOHN MANLEY, P.C., M.P. 
MINISTER OF INDUSTRY 


The accompanying financial statements and all information 
in the annual report are the responsibility of the Council and its 
officers. The financial statements were prepared by 
management in conformity with generally accepted accounting 
principles appropriate to Council’s operations. The non- 
financial information provided in the annual report has been 
selected on the basis of its relevance to Council’s objectives. 


Council maintains a system of financial and management 
controls and procedures designed to provide reasonable 
assurance that the transactions undertaken by the Council are 
appropriately authorized, that assets are safeguarded and that 
financial records are properly maintained to provide reliable 
financial statements. These controls and procedures are also 
designed to provide reasonable assurance that transactions are 
in accordance with the Council’s objectives and within its 
mandate as stated in the Standards Council of Canada Act. 


The Auditor General annually provides an independent, 
objective review of the financial records to determine if the 
financial statements report fairly the operating results and 
financial position of the Council in accordance with generally 
accepted accounting principles. 


Council, through its Audit Committee, is responsible for 
reviewing management’s financial and reporting practices in 
order to satisfy itself that these responsibilities are properly 
discharged by management. The Audit Committee, comprised 
solely of Council members, meets with management and the 
Auditor General to review the annual financial statements and 
reports on them to the Council. 


Linda Lusby 
Chair 
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AUDITOR’S REPORT 
TO THE MINISTER OF INDUSTRY 


I have audited the balance sheet of the Standards Council of 
Canada as at March 31, 1998 and the statements of operations 
and equity of Canada and changes in financial position for the 
year then ended. These financial statements are the 
responsibility of the Council’s management. My responsibility 
is to express an opinion on these financial statements based on 
my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the Council as at 
March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Council that 
have come to my notice during my audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Standards Council of Canada Act and the by- 
laws of the Council. 


Richard Flageole, F.C.A 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 15, 1998 


Standards Council of Canada 














BALANCE SHEET AS AT MARCH 31 


SSS“ “www —aQmOO0OomoOooeeeeeeeeeeeeee ee 








ASSETS 1998 1997 
$ $ 
Current 
CASH Par seracnerasce dsc sorasenonsk oote ack -ceevevandponsne 759,653 748,718 
Accounts receivable 
Federal government departments and 
ASCHICIES see ee eee se pene ee eausteeanS 597,514 894,056 
DEES Rese cRavtsn escaaeosonand sie eostcereneees 1,308,359 998,455 
Parliamentary appropriation 
ME CEI AD leben. seegne comtetcsnecctatestunsnsiesuseee 156,000 322,000 
Inventory of foreign standards................... 54,500 161,313 
Prep AIdexPenSeS eq narctetccs-cervassaascesreeenes es 273,388 347,345 
3,149,414 3,471,887 
Gapitalfassets (NOtesS)sccesee cece cocercaerotiate 952,384 767,049 
4,101,798 4,238,936 





LIABILITIES 


Current 
Accounts payable and accrued 
liabilitieseeeee ee ee arse oetice 
Coninibutionsiese. een a ohanerr ee 
Deremedimeventic mame tnarsiys. merce 
Deferred revenue related to capital 
ASSELSECING@LEMA) Ran ers ceaenuccuncusivaceseeearss 


Long-term 
Accrued employee severance benefits ...... 


EQUITY OF CANADA 


Equiitysot Canad av rrccccccerncsreseseererersceet seers 











1998 1997 
$ $ 
1,027,746 1,221,639 

63,006 144,946 
28,132 

__ 549,420 357,660 
1,640,172 1,752,377 
75,335 _—_—:110,467 
1,715,507 1,862,844 
2,386,291 2,376,092 
4,101,798 4,238,936 





The accompanying notes are an integral part of these financial statements 


Approved by the Council: 


LINDA LUSBY 
The Chair 


MICHAEL B. McSWEENEY 
Executive Director 
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STATEMENT OF OPERATIONS 
AND EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31 




















1998 1997 
$ $ 
Revenue 

Sales of Stand ands .otccsctesscctcescascn-sasees= 1,808,928 2,041,068 
Accreditationileesia:cssrssstresscsceon eee 235.9357) 1,682,728 

Standards Initiatives Program 
fun lim Geert teres ere yee ae ceeeereme nen 866,391 984,805 
WTO/NAFTA Enquiry Point.............. 274,692 261,163 
CO [ils = eee nene peep rrerccrere See RCA rr OMe CROC 102,401 151,648 
5,188,349 5,121,412 

Expenses 

Salaries and employee benefits ........... 3,825,546 3,694,307 
Professional and special services......... 1,216,919 1,067,349 
Travel, Sees. Pees ae te ee Te S2: 1,071,447 

Memberships in international 
MUP ANIZATONS eee cee ence ctesscee teres: 1,039,118 1,209,778 
Direct cost of standards sold ............... 863,448 926,507 
Office accommodation..................000+ 1595329 754,586 
Publications and printing.................05 408,392 432,623 
Telecommunications and postage........ 274,054 291,431 
Amortization of capital assets ............. 266,629 179,796 
Office SUPPLIES Hewessscencesssaeeteeeceere ene: 109,773 130,809 
Public relations 80,199 89,593 
MGGUII ES ceecescconevaceconeusersccenseseteesostars ss 68,777 38,233 
Rental of office equipment...............4. 62,088 69,421 
tS Le ore cececssvecc stan ceotcaconeurnsernseceme ene 148,382 153,037 





10,289,150 10,108,917 





Net result of operations before 








SOVEMMMENE MUNG cccceeenncenevvrseseseeens: 5,100,801 4,987,505 
Parliamentary appropriation...............0 5,111,000 5,184,000 
INGt IMS Messe cee eree eee eeeene ee seereeeans 10,199 196,495 
Equity of Canada at the beginning of 

the Vearscecvetseacece-seeucseecvwestacwererses serve 2,376,092 PUAN TSE SSDI 
Equity of Canada at the end of the year... 2,386,291 2,376,092 





The accompanying notes are an integral part of these financial statements. 
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STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 

















1998 1997 
$ $ 
Operating activities 
INGENO OME fae ceeeoeacesaeeriveenee eee 10,199 196,495 
Item not requiring an outlay of cash 
Amortization of capital assets........... 266,629 179,796 
276,828 376,291 
Payment of accrued employee 
SGvEerance HEmeltSi...00-sers-caesenssssecees (65,132) (38,638) 
Changes in current liabilities and 
current assets other than cash.......... 221,203 288,103 
Cash applied to operating activities... 462,899 625,756 
Investing activities 
Additions to capital assets...........::08 (451,964) (557,405) 
Increase in cash during the year................ 10,935 68,351 
Cash at beginning of the year................4. 748,718 680,367 
Cashratiend'@nithes yeatey.sscssssscesspaccesreeers 759,653 748,718 





The accompanying notes are an integral part of these financial statements 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998 


Il. 





Authority, objects, and programs 


The Standards Council of Canada was created by 
Parliament as a corporation under the Standards Council of 
Canada Act in 1970 (revised, 1996) to be the national 
coordinating body for voluntary standardization. The 
Council is a Crown corporation named in Part I of 
Schedule II to the Financial Administration Act. 


The mandate of the Council is to promote voluntary 
standardization in Canada, where standardization is not 
expressly provided for by law, in order to advance the 
national economy, support sustainable development, 
benefit the health, safety and welfare of workers and the 
public, assist and protect consumers, facilitate domestic 
and international trade and further international 
cooperation in relation to standardization. 


In carrying out its mandate, the SCC performs the 
following activities: 


e accrediting organizations engaged in standards 
development and conformity assessment; 


e representing Canada’s interests regionally and 
internationally through membership in the International 
Organization for Standardization (ISO), the International 
Electrotechnical Commission (IEC), the Pacific Area 
Standards Congress, the Pan American Standards 
Commission, the International Laboratory Accreditation 
Cooperation, the Pacific Accreditation Cooperation, the 
Inter-American Accreditation Cooperation and the 
International Accreditation Forum; 


e overseeing and coordinating Canada’s participation in 
international standardization work; 


¢ approving National Standards of Canada; 


e providing advice and assistance to the Government of 
Canada in the negotiation of standards-related aspects of 
international trade and mutual recognition agreements; 


e working with international and foreign standards bodies to 
develop standardization agreements that facilitate trade; 


e fostering and promoting an understanding of the benefits 
and usage of standards and conformity assessment; 


e collecting and distributing information on standards 
activities; and 


@ operating Canada’s North American Free Trade 
Agreement and World Trade Organization enquiry points 
on behalf of the federal government. 


» Standards Council of Canada 


bho 


Significant accounting policies 
(a) Inventory 


Inventory of foreign standards is valued at the lower of 
cost and net realizable value. 


(b) Prepaid expenses 


Annual membership fees paid to [SO and IEC for 
periods extending beyond the fiscal year are recorded 
as prepaid expenses. 


(c) Capital assets 


Capital assets are recorded at cost and amortized on a 
straight-line basis over the estimated useful life of the 
assets as follows: 


Furniture 
Equipment 
Leasehold improvements 


5 years 
4 years 
term of the lease 


(d) Revenue and deferred revenue 


Revenue is recorded on an accrual basis in the year in 
which it is earned. Amounts invoiced for accreditation 
services which have not been rendered are deferred 

and the revenue recorded as the services are provided. 


(e) Employee severance benefits 


Up to March 31, 1994, employees earned specified 
benefits payable on termination as provided for under 
their conditions of employment. Benefits due to 
employees as of that date will be paid out over a five 
year period ending March 31, 1999, or upon an 
employee’s termination if prior to March 31, 1999. 
The fair value of outstanding benefits approximates 
their carrying value. 


(f) Recoverable expenses 


Recoveries of expenses in respect of an agreement for 
the operation of the World Trade Organization/North 
American Free Trade Agreement (WTO/NAFTA) 
Enquiry Point are recognized as revenue at the time 
the expenses are incurred. 


(g) Parliamentary appropriation 


Operating expenditures and the acquisition of capital 
assets are financed by a parliamentary appropriation 

which is recorded in the Statement of Operations and 
Equity of Canada in the year for which it is approved. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1998—Concluded 


(h) Pension plan 6. Lease commitment 
Employees participate in the Public Service The Council is leasing office space for a ten year term 
Superannuation Plan administered by the Government which expires in May 2002. The future minimum annual 
of Canada. The Council's contributions to the plan are rental under this agreement, exclusive of operating and 
limited to matching the employee's contributions for realty tax expense, is $416,008. 


current service. These contributions are expensed 
during the year in which services are rendered and 
represent the total pension obligations of the Council. In addition to those related party transactions disclosed 
elsewhere in these financial statements, the Council is 
related in terms of common ownership to all Government 


7. Related party transactions 


3. Capital assets 














1998 wr So ee of Canada created departments, agencies, and Crown 
Accumulated Netbook Net book corporations. The Council enters into transactions with 
Cost amortization value value these entities in the normal course of business. 
: : $ : 8. Comparative figures 
Furniture .......... 265,683 249,974 15,709 28,496 
Equipment........ 1,891,461 1,038,019 853,442 635,344 Certain of the 1997 comparative figures have been 
Leasehold reclassified to conform to the current year’s presentation . 
improve- 
IMCNUSs esacevnss 157,433 74,200 83,233 103,209 
2,314,577 1,362,193 952,384 767,049 


4. Deferred revenue related to capital assets 


In 1997 and 1998, the Council was awarded various 
contracts under the Industry Canada Standards Initiatives 
Program. Some of the contracts required the acquisition of 
capital assets for the delivery of services over an estimated 
period of four years. Amounts received pursuant to these 
contracts have been recorded as deferred revenue and are 
being amortized to income on the same basis as the related 
capital assets. The changes in the deferred revenue related 
to capital assets balance for the period are as follows: 





1998 1997 
$ $ 
Bepinning balance ances eee 357,660 
Addiacq wired assets sercercaestee eres 298,511 382,772 
Less amounts amortized to revenue... 106,751 PPS? 
Rndiner balance yey cco ees 549,420 357,660 


5. Financial instruments 


Accounts receivable and accounts payable are incurred 
in the normal course of business. All are due on demand 
and non-interest bearing. The carrying amounts of each 
approximate fair values because of their short maturity. 
There are no concentrations of accounts receivable with 
any one customer and, accordingly, no significant credit 
risk exists. 
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VANCOUVER PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID COLLENETTE, P.C., M.P. 


MINISTER OF TRANSPORT 


We have audited the consolidated balance sheet of the 
Vancouver Port Corporation as at December 31, 1997 and the 
consolidated statements of operations and retained earnings 
and changes in financial position for the year then ended. 
These consolidated financial statements are the responsibility 
of the Company’s management. Our responsibility is to express 
an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1997 


(in thousands of dollars) 


In our opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position of 
the Company as at December 31, 1997 and the results of its 
operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting 
principles. As required by the Financial Administration Act, 
we report that, in our opinion, these principles have been 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation 
that have come to our notice during our audit of the 
consolidated financial statements have, in all significant 
respects, been in accordance with Part X of the Financial 
Administration Act and regulations, and the charter and 
by-laws of the Corporation. 


KPMG 
Chartered Accountants 


Vancouver, Canada 
February 6, 1998 
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ASSETS 1997 1996 





Current assets 








LIABILITIES AND EQUITY OF 
CANADA 1997 1996 


Current liabilities 











(OER tyr cece ecco noe mcececsa reer ee tere Cee 3,390 2.411 Accounts payable and accruals................++ 29,429 32,062 
investments! (NOtG2) heres tetera cerereacnsordovee 38,798 80,777 Grants in lieu of municipal taxes............... 3,798 2,024 
PNECOUIMS TECOLVAD Cre cree creersescr ecceavinaetaeee 11,718 10,774 Defemed neventicn eects eiencrcet eters: 4,772 5,984 
53,906 93,962 37,999 40,070 
Long-term receivables (Note 3) ..........:::000 1,609 11,637 Accrued employee benefits .............ccccsereee 1,530 1,636 
Debt retirement fund (Note 4)....... 45,500 Long-term obligations (Note 6)........::0c008 127,498 131,638 
Property and equipment (Note 5) 430,106 427,733 __ 167,027 «173,344 
Deferred costs, net of amortization ................ 2,000 1,040 
EQUITY OF CANADA 
Contrbntedteap ital er. erecsenteeasecssteents carne 150,259 150,259 
Retained ieannities: yest peeee: eececcseserests=! 21155835 210,769 
366,094 361,028 
Commitments (Note 9) 
Contingencies (Note 10) 
533,121 4 534,372 33921 534,372 
See accompanying notes to consolidated financial statements. 
On behalf of the Board: 
CAROLE TAYLOR 
Chair 
JAMES W. Y. LEE 
Director 
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CONSOLIDATED STATEMENT OF OPERATIONS CONSOLIDATED STATEMENT OF 
























































AND RETAINED EARNINGS CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1997 YEAR ENDED DECEMBER 31, 1997 
(in thousands of dollars) (in thousands of dollars) 
1997 1996 1997 1996 
Operating TEVEMUET cacc.cccecccstsarsxensseseerens¥es= 71,454 64,800 
Cash provided by (used for) 
Eamon Operations 
: ; i Ss) fon the syeatine seers: 5, 
Operating and administrative expenses... 28,281 28,384 Ne pe eo Coss) eo gee joa?) 
ee : Items not involving cash 
Costs of disbanding Ports Canada et ae 
: ? Depreciation and amortization.......... 17,187 10,776 
policeiseryices/ (NOE #/) Sereranen ree est 6,429 ; ; 
Shee 5 ae Gain on disposal of fixed assets ....... (5,382) 
Grants in lieu of municipal taxes............. 4,641 Seo) ; 
D cone 17.187 10.776 Write-down of fixed assets..........006 9,684 26,160 
rR, We Ph a i a (ee Other tice ee Lene ey (26) 1,052 
56,538 44,279 Changes in non-cash operating 
F Pe eee Le 7 i ital s fersaeonseet euerysreutee 3,015 ils 
Incometromloperations cer. .esee neers 14,916 20,521 eran conta — eb) ) O78 
14 ; 
Gain on disposal of fixed assets ............0.. 5,382 2 ci = aB08 
[MVE Sten tC OM Gere es eee sere eee ree 3,004 4,234 ' : 
Interest Oxpense'a:. 0 sneer (9,980) (6,617) Financing 
= Long-term obligations, net............:.008 (4,140) 87,314 
(1,594) (2,383) Dividend payment to Canada (3,263) 
Recoveries of prior years’ grants in lieu of Long-temmireceivablesie--ssesuxee sero 10,028 365 
municipal taxes (Note 10) ...........::0ce 1,428 7,514 
Write-down of property and 5,888 84,416 
equipment (NOES) ce-cecnevess ac cecseeveeee (9,684) (26,160) 
. Investments 
ee ee ee Sons 6 propery an 
Se Be eee oe) Ait eee EQUIP ME Mt Me (essen eee eee ee eee (23,835) (97,395) 
215,835 214,032 Dehtretinement nuns eee (45,500) 
Dividend payment to Canada..................6. (3,263) Deferredicostss.. fee. oe eee es (1,067) 
Retained earnings, end of year ........c.c.00000 215,835 210,769 (70,402) (97,395) 
See accompanying notes to consolidated financial statements. 
Increase (decrease) in cash and short- 
LETMMNIVES ECTS emma eeeeryemeeeeeeeeene (41,000) 22.79) 
Cash and short-term investments, 
besininin gO tsy Cares senate eee 83,188 57,609 
Cash and short-term investments, 
end Oltyeate.s sce eee retserseo en aeetres 42,188 83,188 





See accompanying notes to consolidated financial statements. 
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NOTES TO THE CONSOLIDATED FINANCIAL 
STATEMENTS YEAR ENDED DECEMBER 31, 1997 
(tabular amounts in thousands of dollars) 


Local port corporation 


The Vancouver Port Corporation was established on 
July 1, 1983 as a local port corporation pursuant to the 
Canada Ports Corporation Act. The Corporation is exempt 
from income taxes. 


The Corporation’s mission is to facilitate and expand 
the movement of cargo and passengers through the Port of 
Vancouver, to provide facilities, services and technologies 
that are competitive, safe, commercially viable, 
dependable and customer oriented, and to operate with 
broad public support in the best interests of Canadians. 


The national marine transportation system has been 
reviewed by the Government of Canada. As a result of this 
review, it is proposed that, in 1999, the Canada Marine 
Act will supersede the Canada Ports Corporation Act. At 
this time, the financial impact of this change on the 
Corporation is not known. 


Significant accounting policies 


The preparation of consolidated financial statements in 
conformity with generally accepted accounting principles 
requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of 
revenues and expenses during the year. Actual results 
could differ from those estimates. A summary of the 
significant accounting policies of the Corporation is as 
follows: 


(a) Consolidation 


The consolidated financial statements include the 
accounts of the Corporation and its wholly-owned 
subsidiary, Canada Place Corporation. All significant 
intercompany accounts and transactions have been 
eliminated. 


(b) Property and equipment 


Property and equipment are recorded at cost. 
Depreciation is calculated on the straight-line basis, 
commencing with the month the asset becomes 
operational, at rates based on the estimated useful life 
of the assets as follows: 


Asset Rate 
Dredging 15 to 40 years 
Berthing structures, buildings, road 

surfaces 10 to 40 years 
Utilities 10 to 33 years 
Machinery and equipment 1 to 20 years 


Office furniture and equipment 3 to 5 years 


(c) Deferred costs 


Deferred costs are amortized over periods from 20 to 
40 years. 


Vancouver Port Corporation 


(d) Pension costs 


All permanent employees of the Corporation are 
covered by either the Public Service Superannuation 
Plan administered by the Government of Canada, or a 
private group retirement plan. Contributions to these 
plans are required from the employees and the 
Corporation. Although both plans are defined benefit 
plans, the contributions represent the total pension 
liability of the Corporation and are recognized in the 
accounts on a current basis. The Corporation is not 
required under present legislation to make 
contributions with respect to actuarial deficiencies of 
the Public Service Superannuation Account or for 
indexation payments under the Supplementary 
Retirement Benefits Act. 


(e) Grants in lieu of municipal taxes 


Grants in lieu of municipal taxes are estimated by the 
Corporation in accordance with the Municipal Grants 
Act. Accruals are re-evaluated each year and changes, 
if any, are made in the current period’s financial 
statements based on the best available information, 
including the results of audits by the Municipal Grants 
Division of Public Works Canada. 


(f) Employee benefits 


The Corporation accrues estimated liabilities for 
severance pay and annual leave. These benefits are 
provided under collective agreements and corporate 
policy. 


Investments 


Short-term investments, which are classified as current 
assets, are in Government of Canada treasury bills. At 
December 31, 1997 and 1996, the market value of these 
treasury bills approximated their carrying value. 


Long-term receivables 





1997 1996 
$ $ 
Long-term agreements for sale, 
bearing interest at 8.525% per 
annum, receivable in blended 
annual installments totalling 
approximately $1.3 million, 
maturing between 1998 
and 2012, repayable at any time .... 11,280 
Less current portion (included in 
ACCOUNTS TECELVADIE) oe acacerrevereeeneh= (357) 
10,923 
Amounts due from municipalities, 
net of current portion............:008 627 
Long-term rental receivables, net 
ONGUGKER EPORUONe . menace ee 867 
Notes receivable from tenants ............ 742 
(HITE oy cereoccoeroLee Daa nasa mca EMDeoLeSC oo 87 
1,609 11,637 





NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Continued 




















4. Debt retirement fund 6. Long-term obligations 
The debt retirement fund comprises Government of een ho 1996 
Canada treasury bills of $35,498,000 and Government of $ $ 
Canada bonds of $10,002,000 with yields ranging from Unsecured loan from Canada, 
4.45% to 5.56% and maturing between March 1, 1999 and Seek pelee etch : 
May 1, 2000. The Board of Directors has approved a as . aes es eno. 
resolution to allocate, effective December 31, 1997, Deceusher 311.0000 ccc... 1.710 
$45,500,000 of investments solely for the purpose of Unsecured loan from Export 
retiring debt owing to the Export Development Development Corporation, 
Corporation at the time the obligations are due in 2005 and oie) ete aes 
5 ; : ; repayable in quarterly 
2006 (see Note 6). This debt retirement fund will grow sa stalipnenencanasaiied aveeS 
with accumulated earnings. years, maturing May 31, 2005....... 40,765 42,614 
: Unsecured loan from Export 
5. Property and equipment Development Corporation, 
bearing interest at 8.345%, 
= = mel = = weg = repayable in quarterly 
Accu- installments, amortized over 15 
mulated Net Net years, maturing May 31, 2006....... 40,073 41,671 
depre- book book Unsecured loan from Export 
Cost ciation value value Development Corporation, 
- oa = a = bearing interest at 6.538%, 
$ $ $ $ repayable in quarterly 
[arid SoS 94,258 94,258 91,207 installments, amortized over 15 
Diedpingyres- 2,687 388 2,299 271 years, maturing November 28, 
Berthing structures... 136,613 36,967 99,646 OTS PAS USE tore ovate melee eer eee Ree eos 49,472 51,600 
Bundi street 124,311 39)925 84,786 81,457 Owing to municipalities and being 
(WIESIDUES Siete oe 45,057 13,210 31,847 10,226 repaid monthly, on a 
Roads and surfaces... 86,461 33,095 53,366 10,562 non-interest bearing basis, until 
Machinery and ZOOB, -ccsact ee eth Pacves ev eecsmcnaers 4,271 
equipment............ 64,131 22,565 41,566 15,273 ; 
Office furniture : iris 5 pase ge 
and equipment..... 11,683 9,459 2,224 3,644 Tess cument portion Gneladedim 
Prone tinder ACCOUNTS; Payable) |vexcesteneesceue<sencess (7,083) (5,957) 
construction......... 20,114 20,114 163,118 127,498 131,638 
585,315 155,209 430,106 427,733 


Principal repayment requirements over the next five 


years are as follows: 
During the years ended December 31, 1997 and 1996, 


revaluations of a capital asset of the Corporation’s wholly- $ 








owned subsidiary, Canada Place Corporation, were 7,023 
undertaken. As a result, the carrying amount of a building 7,338 
was written-down by $8,505,000 in 1997 and $26,160,000 ee 
in 1996 to its net recoverable amount, based on projected 8.436 
undiscounted future net cash flows. In addition in 1997, 6 ie 


the Corporation wrote-off a capital asset costing 
$1,179,000 which was determined to be of no future 


pues 7. Costs of disbanding Ports Canada police services 


In 1996, Canada Port Corporation decided to disband 
Ports Canada Police. As a result, the Vancouver 
detachment of Ports Canada Police was disbanded July 24, 
1997. Vancouver Port Corporation incurred a total cost of 
$6,429,000 which included the cost of the agreements with 
the municipalities and severance payments to staff of the 
Vancouver detachment of Ports Canada Police. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1997—Concluded 


8. 


yg: 


Related party transactions 


In addition to the related party transactions described 
elsewhere in these consolidated financial statements, the 
Corporation paid $837,557 (1996—$1,221,544) to Canada 
Ports Corporation for its share of that corporation’ s 
operating expenses. 


Commitments 


Contractual obligations for the construction, purchase 
and lease of property and equipment as at December 31, 
1997 are estimated at $21.8 million (1996—$46.2 million). 


It is the policy of all port corporations that each port 
corporation pay a dividend to Canada not later than 
March 31 based on a corporation’s prior year’s income. 
Dividends are recorded by the Corporation as a liability 
when declared. 


10. Contingencies 





(a) At December 31, 1997, the Corporation had claims 
from certain Lower Mainland municipalities for grants 
in lieu of taxes of approximately $11.0 million (1996— 
$10.1 million) greater than the amount accrued in the 
financial statements. Management is confident that the 
claims by municipalities not accrued in the financial 
statements will not result in additional cost to the 
Corporation. 


During 1997, the Municipal Grants Division of Public 
Works Canada completed audits at certain 
municipalities. As a result of the 1997 audits, it is now 
evident that the Corporation expensed, in prior years, a 
total of $5.5 million for grants in lieu of taxes more 
than was required. The benefit of this amount has been 
recorded in the statement of operations except that the 
potential benefit of $4.0 million (1996—$5.2 million) 
for over payments of grants in lieu of taxes in prior 
years has not been recorded due to uncertainty. 


(b) There are claims against the Corporation which have 
not been accrued in these financial statements. In 
management’s opinion, the likelihood of these claims 
succeeding is not determinable. The effect, if any, of 
the ultimate resolution of these matters will be 
accounted for in the accounts in the year a liability is 
estimable 


Vancouver Port Corporation 


11. Financial instruments 


The carrying value of current assets, long-term treasury 
bills and current liabilities approximates their fair value 
due to the relatively short period to maturity of these 
financial instruments. At December 31, 1997, the fair 
value of other financial assets and financial liabilities in 
the consolidated balance sheet is as follows: 


1997 1996 
Carrying Fair Carrying Fair 
amount value amount value 
$ $ $ $ 
Long-term 
receivables... 1,609 1,609 11,010 11,010 
Long-term 
bondseer....: 10,002 9,915 
Long-term 
obligations... 134,581 145,277 NARI Se 5) 145,214 


The fair values of the Corporation’s long-term 
receivables and long-term loans are determined using cash 
flows discounted at a rate equal to the prevailing market 
rate of interest for financial instruments having 
substantially the same terms and characteristics. 


. Comparative figures 


Certain of the 1996 comparative figures have been 
restated to conform with the presentation adopted in the 
current year. 








A-373 


VIA RAIL CANADA INC. 


MANAGEMENT REPORT 


Management of the Corporation is responsible for the 
preparation and integrity of the financial statements contained 
in the annual report. These statements have been prepared in 
accordance with generally accepted accounting principles and 
necessarily include some amounts that are based on 
management’s best estimates and judgement. Financial 
information used elsewhere in the annual report is consistent 
with that in the financial statements. Management considers 
that the statements present fairly the financial position of the 
Corporation, the results of its operations and the changes in its 
financial position. 


To fulfill its responsibility, the Corporation maintains 
systems of internal accounting controls, policies and 
procedures to ensure the reliability of financial information and 
the safeguarding of assets. The internal control systems are 
subject to periodic reviews by Samson Bélair Deloitte & 
Touche, general partnership as internal auditors. The external 
auditors, the Auditor General of Canada and Raymond Chabot 
Grant Thornton, general partnership have audited the 
Corporation’s financial statements and their report indicates 
the scope of their audit and their opinion on the financial 
statements. 


The Audit Committee of the Board of Directors, consisting 
solely of outside Directors, meets periodically with the internal 
and external auditors and with management, to review the 
scope of their audits and to assess reports on audit work 
performed. The financial statements have been reviewed and 
approved by the Board of Directors on the recommendation of 
the Audit Committee. 


T. W. Ivany 
President and Chief Executive Officer 


J. R. Paquette 
Vice-President, Planning and Finance, 
and Treasurer 
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AUDITORS' REPORT 
TO THE MINISTER OF TRANSPORT 


We have audited the balance sheet of VIA Rail Canada Inc. 
as at December 31, 1997 and the statements of operations, 
reconciliation to operating funding from the Government of 
Canada, contributed surplus, deficit and changes in financial 
position for the year then ended. These financial statements are 
the responsibility of the Corporation's management. Our 
responsibility is to express an opinion on these financial 
statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corporation 
as at December 31, 1997 and the results of its operations and 
the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, we report that, in 
our opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation 
that have come to our notice during our audit of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and the 
regulations, the Canada Business Corporations Act and the 
articles and the by-laws of the Corporation. 


Raymond Chabot Grant Thornton 
General partnership 
Chartered Accountants 


Montreal, Canada 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
February 12, 1998 
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BALANCE SHEET AS AT DECEMBER 31 
(in thousands of dollars) 








ASSETS 1997 1996 LIABILITIES 1997 1996 
Current assets Current liabilities 
@ashrand term deposttSrcce.-.cse-coversetessseve-e 21,477 16,864 Accounts payable and accrued liabilities... 84,108 79,811 
AGCCOUMS TECEIVADIC<. ccccesasassa fei cceneectsceeniee 7,303 8,064 Defermed:ve Venice iancscscatcasecnccteviacasescetiecees ; 4,768 4,975 
Receivable from the Government 88,876 84,786 
OlCanad are seescesssies Se uecce ts cce cedar 57,265 56,027 
IMD aTe Ta ls mae sete rere cere ee cuee es cuaeen ae ene eaeetne 16,884 17,145 
D102:929R ee 8, LOR Long-term liabilities 
Network restructuring and 
reorganization charges (Note 5) ........... 29,088 28,160 
Long-term assets Qa Tae eae Nie cilap cS cies sh asencosntonets Se 8,543 
BEOpertioss (INGLES) eevee. ceccerceeteneatre, cous 544,484 579,359 me 36,2620) 36,703 
Asset renewal fund (Note 4)..........0:::cceeee 37513 35,058 
Wetemed: Ghangesin sence. aves cree sseeeatoe teas ails! SHAREHOLDER’S EQUITY 
585,170 614,417 
Sharercapitaly (INOtG Ga wrec-secstceciucersereses 9,300 9,300 
Comin utedisunp usec teste eters 594.470 626,906 
IVS LC Ieee eee ce cotta. ee eon nates vce aeaiei man craet (40,809) (45,178) 
562,961 591,028 
688,099 ONG 688,099 SG 








See accompanying notes to financial statements. 
Signed on behalf of the Board: 


HUGH K. SMITH, Q.C. 
Director and Chairman of the Audit Committee 


MARC LEFRANCOIS 
Director and Chairman of the Board 
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STATEMENT OF OPERATIONS STATEMENT OF CONTRIBUTED SURPLUS 











YEAR ENDED DECEMBER 31 YEAR ENDED DECEMBER 31 
(in thousands of dollars) (in thousands of dollars) 
1997 1996 1997 1996 
Revenue 
Passenger .j.cdocm once eee 178,917 167,911 Balance, beginning Of yeat................0+ 626,906 683,064 
Otigites ve. j. ote eee ne ee 11,642 16,623 Capital funding from the Government 
== ———— eS Of Canada Oe cceyc eee ec ceeeereeeeee 16,443 20,672 
- 190,559 a> 184,534 Transfer to deficit 
Expenses Non-cash transactions on properties 
CUStOMET SETVICES ...ccccccccecccccccccccececcecee D31077) 227,494 (1995: $39,123) Beene rEasareteateersreeerore (48,879) (76,830) | 
















































Equipment maintenance... 82,055 92,847 Balance, end Of year..........ccseccssserseenserse: 594,470 626,906 
Marketinc-andisalesme essere sere 27,531 26,933 = : 5; 
Support Services ......cescscesesssesssssessseeceses 30,670 31,565 See accompanying notes to financial statements. 
General and administrative.................0. 12,079 9,920 
Reorganization charges (Note 5)........... 6,302 2,508 
Income and capital taxes ..............::+0++ 3,356 1,537 
393,270 392,804 
202,711 208,270 
Operating funding from the 
Government Of Canada... cest-sccsseee--:-cxe 212,295 224,520 
Results before items not requiring (not 
providing) operating funding from 
the Government of Canada ................... 9,584 16,250 
AMOTIIZA WOME seve tnv.sererrseereseccescer 42,046 42,566 
Write-down of properties (Note 3)............ 6,358 33,766 
Reorganization charges to be funded in 
subsequent years (Note 5)..............:.00 9,248 10,015 
Deferred pension costs net of 
XM eMeUGe) Cain Spree pene tennessee ee (3,558) 
Net restrl tsetse en. hector ares eee (44,510) (70,097) STATEMENT OF DEFICIT 
YEAR ENDED DECEMBER 31 
See accompanying notes to financial statements. (in thousands of dollars) 
1997 1996 
Balance: besimine of yeate,--.-eeneeeere 45,178 1,911 
STATEMENT OF RECONCILIATION TO OPERATING Net sestiltg... Meo. geh von uae ee ee 44,510 70,097 
FUNDING FROM THE GOVERNMENT OF CANADA Tiqnsien eons coutibuced ample: 
YEAR ENDED DECEMBER 31 Non-cash transactions on properties 
(in thousands of dollars) (1995: $39,123) ROCURCSTOCCAL DANES CSTE ENEY SS ; (48,879) (76,830) 
Balanceyend Ol yeat ernst eee eee 40,809 45,178 
1997 2 1996 See accompanying notes to financial statements 
INGtires tise cece te cc e ee eee meee eee (44,510) (70,097) 
Items not requiring (not providing) i i ii 
operating funds 
Amortization and gains and losses on 
PLOPSMULES hascncevreccavseverieastersretseese 42,521 43,064 
Writedown of properties .............:00c6 6,358 33,766 
Reorganization charges to be funded 
IN SUBSEQUEME: VATS cxcesccetsecsess esac 9,248 10,015 
Network restructuring and 
reorganization charges recovery... (10,018) (16,737) 
Deferred pension costs net of 
EXPERIENCE) Palnsmeeeccs neces (3,558) 
44,551 70,108 
Operating funding surplus for the year ... 4] 11 





See accompanying notes to financial statements 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 


YEAR ENDED DECEMBER 31 
(in thousands of dollars) 























1997 1996 
Cash provided by (used in) operating 
activities 
IN GHITOSEILESR carenece evens eracunvysaconctcstton oes (44,510) (70,097) 
Non-cash charges (credits) 
to operations 
Amortization of properties............... 42,084 43,790 
Losses (gains) on write-off, 
retirement 
and disposal of properties .............. 437 (726) 
Amortization of investment tax 
GLO IES esa ceete Wet. Setar odbc (475) (498) 
Write-down of properties.................. 6,358 33,766 
Gain on sale of investment.................. (6,856) 
Changes in non-cash working capital. 10,205 (6,219) 
TS Pete dit bao ese seseeeesteeeeneee re (Gsl73) 
Network restructuring and 
reorganization charges ..............05 928 5,420 
Other long-term liabilities....0..0..0. (894) (847) 
10,960 (2,267) 
Cash provided by (used in) financing 
activities 
Capital funding from the 
Government of Canada ................. 16,443 20,672 
Receivable from the 
Government of Canada ................. (5,943) 20,828 
10,500 41,500 
Cash provided by (used in) investment 
activities 
ASSET TEMG W allan Gl reese ser see ete tes (2,455) (11,986) 
AGQUISIION Of PLOPETLIES! 2-cvere.s 0.1. (16,443) (20,672) 
Ad WAnGeSiOniCONIACtStrsreseseecteresee 1,208 3,581 
Proceeds from sale of investment ....... 8,857 
Proceeds from sale of properties......... 1232) 1,886 
Accounts payable and accrued 
liabilities related to properties....... (389) (13,291) 
(16,847) (31,625) 
Cash and term deposits 
Inereaseidurin ithe yealee eevee 4,613 7,608 
Balance, beginning of year................. 16,864 9,256 
Balancesendion yeatmemuwe terse: 21,477 16,864 
Represented by 
(CaS hae See atte wea oieaeages cep ees seek ctensssnas 3s 1,324 259 
Term deposits, 4.3 %, maturing in 
January, 1998 (1996: 3.1%).......... 20,153 16,605 
21,477 16,864 





See accompanying notes to financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997 


Il: 


i 


Authority and objectives 


VIA Rail Canada Inc. is a Crown corporation named in 
Part I of Schedule II to the Financial Administration Act. 
It was incorporated in 1977, under the Canada Business 
Corporations Act. The Corporation’s vision is to be the best 
passenger transportation company in Canada with a 
mission to provide high-quality, low-cost passenger 
service. The Corporation uses the roadway infrastructure of 
other railway companies and relies on them to control train 
operations. 


The Corporation is not an agent of Her Majesty and is 
subject to the Income Tax Act (Canada) and those of certain 
provinces. 


Accounting policies 


These financial statements have been prepared by 
management in accordance with generally accepted 
accounting principles and necessarily include some 
amounts that are based on management’s best estimates and 
judgement, actual results could differ from the estimates. 
The significant accounting policies followed by the 
Corporation are summarized as follows: 


(a) Funding from the Government of Canada 


Operating funding, which pertains to services, activities 
and other undertakings of the Corporation for the 
management and operation of railway passenger 
services in Canada, is recorded in the statement of 
operations. The amounts are determined on the basis of 
operating costs less commercial revenues excluding 
non-cash transactions relating to properties, certain 
network restructuring and reorganization charges, and 
are based on the operating budget approved by the 
Government of Canada for each year. Operating results 
are reconciled to operating funding in the statement of 
reconciliation to operating funding from the 
Government of Canada. 


Funding to cover the costs of the network restructuring 
and reorganization charges is recorded as a recovery in 
the statement of operations in the year in which final 
settlements with or disbursements are made to 
employees or suppliers. 


Funding for capital expenditures is recorded as 
contributed surplus on an accrual basis. 


(b) Materials 
Materials are valued at weighted average cost. 
(c) Properties 


Properties acquired from Canadian National Railway 
and Canadian Pacific Limited at the start of operations 
in 1978 were recorded at the net transfer values while 
subsequent additions, including those acquired under 
capital leases, are recorded at cost. 





NOTES TO FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


The costs of refurbishing and rebuilding rolling stock 
and costs associated with other property upgrading are 
capitalized if they are incurred to improve the service 
value or extend the useful lives of the properties 
concerned; otherwise, costs are expensed as incurred. 


Retired assets are written down to their net realizable 
value. 


(d) Amortization of properties 


Amortization of properties is calculated on a 
straight-line basis at rates sufficient to write off the cost 
of properties, less their residual value, over their 
estimated useful lives, as follows: 


Rolling stock 12 to 29 years 


Maintenance buildings 25 years 
Stations and facilities 20 years 
Infrastructure improvements 5 to 38 years 
Leasehold improvements 5 to 20 years 
Machinery and equipment 4 to 15 years 
Information systems 3 years 
Other assets 7 to 10 years 


No amortization is provided for projects in progress, 
advances on contracts in progress or retired assets. 


(e) Leases 


Properties recorded under capital leases are amortized 
on a Straight-line basis over 20 years, which is 
representative of their useful lives. 


Rental payments under operating leases are expensed 
as incurred. 


(f) Income taxes 


Funding from the Government of Canada provided to 
the Corporation to cover operating costs is determined 
on the basis of current needs. For this reason, income 
taxes are accounted for on the taxes payable basis as 
there is reasonable expectation that all taxes payable in 
future years will be included in the government 
approved formula for reimbursement and will be 
recoverable at that time. 


(g) Deferred credits 


Investment tax credits are amortized over the estimated 
useful lives of the related properties. The amortization 
of deferred investment tax credits is recorded as a 
reduction of the amortization of properties. Lease 
inducement credits are amortized over the term of the 
leases. These credits are included in other long-term 
liabilities. 





(h) Pension plans 


(1) 


Q) 


The Corporation has defined benefit pension plans, 
based on retirement age, compensation and length of 
service, covering all its permanent employees. 


The cost to the Corporation is determined by actuarial 
valuations which allocate to each year, the accrued 
portion of the benefits based on projections of 
employees' compensation levels to the time of their 
retirement, prorated on employees’ years of service. 


Pension expense (Note 8) includes the cost of benefits 
attributable to services rendered during the current 
year, the amortization of past service costs, the 
amortization of experience gains and losses as well as 
the amortization of plan amendments. Amortization is 
calculated on a straight-line basis over the expected 
average remaining service lives of the active employee 
groups. 


The difference between the accumulated pension 
expense and the employer’s contributions to the 
pension funds is reflected in the balance sheet as a 
long-term asset. 


Employee termination and special benefits 


Employee termination and special benefits provided for 
under labour agreements and special programmes are 
expensed in the year in which these costs are incurred. 


VIA Préférence program 


The incremental costs of providing travel awards under 
the Corporation’s VIA Préférence frequent traveller 
reward program are accrued as the entitlements to such 
awards are earned and are included in accounts payable 
and accrued liabilities. The revenues from the sale of 
point credits to participating partners is recorded as 
revenues in the period in which the credits are sold. 


(k) Financial instruments 


The estimated fair value of financial instruments, 
except for the asset renewal fund, approximates their 
carrying value due to their current nature. 


VIA Rail Canada Inc 








NOTES TO FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


3. Properties 


: 1997 1996 
Accum- Accum- 
ulated ulated 
amorti- Write- amorti- Write- 
Cost oe zation Net down Cost zation Net down 





(in millions of dollars) 

















IUCN GV lasted Aeon trae eeraG one Sree Rage Scherer eer ey 3.8 3.8 ST Bu 
ROL PSCC Bee iiss: serosa pin necene sae eoatscensevavrvivevssotcoes 509.9 227.2 282.7 6.4 522.3 211.3 SUE. 13.3 
Maintenance buildings ives 15931 Was 86.4 159.1 65.6 93.5 7.9 
Sfations and facilities ves vaccsesteceseceseccssosenescretsscesstoreeserss 33.1 ES 21.6 PH 10.0 17.1 
Infrasonictire timprovementy.cn..ssev-eroee reteset Oya 26.7 66.0 92.7 24.3 68.4 3.9 
Leasehold improvements 85.6 2.9) B27) 86.0 49.7 36.3 7.2 
Machineryand equipment aes..csiceieereeressenet neon eaaveree 219 18.5 9.4 Ze 16.6 9.1 IES 
InformatlonisyStenasmrssescecoe screens ooeereesniesteseetetaerene 54.4 SB: ile) 72.4 69.8 2.6 
OtEGASSEIS  ccaceniyntessesesscuscsDoessaue eee wecseeiccssesecvuaneensctesesecs 20.9 Oy) 1.0 20.8 19.3 IES) 
987.4 482.5 504.9 6.4 1,009.8 466.6 543.2 33.8 
PROV SCUS HUE NO QUCSS se eee atere te eee etetnerter teste cncsessenesrs 17.8 13.3 
Advances on contracts im Progress .........s.ccsssescsesessseseeese 1.2 
Retired assets (at net realizable value) ............ccseeeeeee 21.8 PANT) 
544.5 579.4 


On December 31, 1997, the gross value of assets under 
capital leases included above was $5.7 million (1996— 
$5.8 million) and related accumulated amortization thereon 
amounted to $4.2 million (1996—$4.1 million). 


Projects in progress primarily consist of station 
improvements and equipment. 


The Corporation has written down 9 cars and 
2 locomotives (1996—20 LRC locomotives) to their 
salvage values as they are damaged and are no longer in 
service. 


In 1996, the Halifax and Toronto Maintenance Centres 
were written-down to their estimated market value as a 
result of the decision to rationalize the Maintenance Centre 
network. 


4. Asset renewal fund 


The Corporation has been authorized by the Treasury 
Board of the Government of Canada to segregate proceeds 
from the sale or lease of surplus assets as well as the 
operating savings resulting from the rationalization of its 
maintenance activities, in a manner which ensures that 
these funds, recorded at cost, are retained for future capital 
projects. 


The Asset Renewal Fund investment decisions are made 
consistent with the Minister of Finance of Canada 
Financial Risk Management Guidelines for Crown 
Corporations. 
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NOTES TO FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Continued 


The Asset Renewal Fund includes the following 7. Commitments 


investment instruments: 








1997 1996 
Market Market 
Cost value Cost value 
(in millions of dollars) 
Canadian bonds 
and discount notes 
(1996: banker’s 
acceptance 
and bearers 
discount notes) .......... 18.8 19.7 BSH sy 
Pooled equity 
TLIC MOUS Ore eevee eee 18.7 19.7 
Cash and short-term 
TNVESUMICM(S aeccssseceseres : 0.1 0.1 
37.6 39.5 Boul 35.1 


Canadian bonds and discount notes bear interest at rates 
varying between 3.82% and 11.25% (1996—2.94% and 
3.19%) and mature between January 1998 and 
December 2026. 


The fair value of Canadian bonds, discount notes and 
pooled equity unit trust is equivalent to the market value 
based on the current bid price at the balance sheet date. 


With these investments, the Corporation is not 
encountering any significant market, cashflow or interest 
rate risk. 


Network restructuring and reorganizations charges 


The Corporation has incurred expenses related to 
approved plans for the restructuring of its transportation 
network on October 4, 1989 as well as subsequent 
reorganizations. 


As at December 31, 1997 a provision of $42.1 million 
(1996—$43.3 million), of which $29.1 million (1996— 
$28.2 million) is reflected as a long-term liability, has been 
recorded to provide for the on-going costs of severance 
payments and employment security benefits governed by 
labour agreements, special programmes and arbitration 
decisions which may extend over several years. 


Share capital 


The authorized share capital of the Corporation is 
comprised of an unlimited number of common shares of no 
par value. As at December 31, 1997 and 1996, 

93,000 shares at $100 per share are issued and fully paid. 


A-380 


(a) The future minimum payments relating to operating 
leases mainly for real estate and computer equipment 
are as follows: 


(in millions 
of dollars) 





POD fester Jaina aa ce ans tere 





(b) As at December 31, 1997, the Corporation has 
outstanding commitments amounting to $0.1 million 
(1996—$5.1 million) consisting mainly of equipment 
related projects. 


(c) Effective January 1, 1989 and in 1997, the Corporation 
entered into a train service agreement and other 
agreements for the use of tracks and control of train 
operations. These agreements expire up to 
December 31, 2008. 


(d) The Corporation has issued letters of credit totalling 
approximately $7.6 million (1996—$1.2 million) to 
various provincial government workmen’s 
compensation boards as security for future payment 
streams. These financial instruments can only be 
exercised upon an unlikely default of payment event. 


Pension plans 


The latest actuarial valuations of the pension plans were 
carried out as at December 31, 1996 by external actuaries 
who are members of the Canadian Institute of Actuaries. 
Based on these valuations and actuarial projections for 
1997, the accumulated plan benefits as at December 31, 
1997 are $825.4 million. The net assets available to provide 
for these benefits at actuarial adjusted market values as at 
that date amount to $1,003.0 million. 


Using the method identified in the pension plans 
accounting policy (Note 2 h), the pension costs net of 
experience gains for 1997 was a credit of $1.9 million of 
which $3.6 million is presented separately in the Statement 
of operations (1996—expense of $5.3 million) and 
included amortization of past service costs, experience 
gains and losses as well as the amortization of plan 
amendments. 


VIA Rail Canada Inc. * 




















NOTES TO FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1997—Concluded 


9. Related party transactions 


The Corporation is related in terms of common 
ownership to all Government of Canada created 
departments and agencies, and enters into transactions with 
these entities in the normal course of business on trade 
terms applicable to all individuals and enterprises. 


10. Contingencies 


In the ordinary course of business, various claims and 
lawsuits have been brought against the Corporation and it 
is the opinion of management that the settlement of these 
actions will not result in any material liabilities to the 
Corporation beyond any amounts already provided. 


VIA Rail Canada Inc. 


A-381 





a) | apt) es A 


— 














80 56 


















/_ = 
a 
n.* 

en ae 


*<.? -x>- 


i sa 


qq oe 
7 g 
7 


Piet 
ast 
Wyse aly, 


Pease ure sey Lew 
aay ees 
a 


LOZL 


UWA 


ll 


v SOC69VLL 


INN 


rer ia) 


pelefedas 


eat 
Witter 


Miele ns tehe 
‘ Perit e\atgees tbe 
POCA a take Fastag pat 


nigh? 
foie 
fuesphetay 


ft 

tea keey 
teayyi) berets 
ti i 


eh 


font 
itt 





